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BANCA NAZIONALE DEL LAVORO (BNL) 


TUESDAY, APRIL 9, 1991 

House of Representatives, 

Committee on Banking, Finance and Urban Affairs, 

Washington, DC. 

The committee met, pursuant to notice, at 10:05 a.m., in room 
2128, Rayburn House Office Building, Hon. Henry B. Gonzalez 
[chairman] presiding. 

Present: Chairman Gonzalez, Representatives Annunzio, Oakar, 
Vento, Barnard, Hoagland, Waters, Moran, Cox, Slattery, Leach, 
and Bereuter. 

The Chairman. The committee will please come to order. 

I think I should announce that the advent of some very tragic 
occurrences that you have read about in the newspaper will miti- 
gate against having a large presence, not only in this committee, 
but throughout the House. 

The proceedings that were scheduled for the House have as 
much as been cancelled, or there won’t really be any legislative 
business today or tomorrow, and then even on Thursday, it wall be 
very light, probably a non-voting schedule. 

So against this backdrop, though, we are proceeding with the 
hearings because of the simple fact that the real preventive factors 
won’t really occur until tomorrow, fortunately. 

But I want to announce for the members that are here and 
others that tomorrow’s announced hearing and markup will be 
postponed until Thursday, preceding the appearance of Chairman 
Seidman at 10 a.m. But you will get a regular notice. 

Today’s hearing is the second in a series of hearings aimed at 
getting to the bottom of the Banca Nazionale del Lavoro scandal. 
Since we held our first hearings last October on the Atlanta 
branch of BNL, which loaned, as you know, billions of dollars in 
credit and whatnot to what we now know as our now enemy — not 
then — Iraq, much has taken place. 

The Justice Department in February charged ten defendants, in- 
cluding two former officers and an employee of the BNL-Atlanta 
for mail and wire fraud. In March, three former employees of BNL- 
Atlanta pled guilty to conspiracy to commit fraud and other 
charges, and the Federal Reserve Board has issued a cease and 
desist order against BNL and ordered the bank to halt its viola- 
tions of civil banking laws. 

Of course, I might say by way of parenthesis, always this is after 
the fact, and I think if Justice were to really be committed, we 
would put as codefendants our regulatory authorities in our coun- 
try. 
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The documentation and information of the links between BNL 
funding and Iraq’s procurement of military goods continue to grow, 
as does the knowledge that maybe someone did know that BNL 
was illegally funding Iraq and that Iraq was using the monies for 
its war machine. 

On February 21, I said on the House floor that I had obtained a 
memo indicating that a top-ranking administration official from a 
Cabinet-level department had knowledge that BNL money was 
used to purchase military goods. 

Because of the importance of the BNL case, I believe it essential 
to find out how BNL could lend $4 billion to Iraq without any of 
the banking regulators, the Federal Reserve, or five of the State 
banking regulatory agencies even noticing. There is a suggestion 
that someone in the administration did know and chose not to 
share this information with the Congress, which means the people, 
or the press. 

The BNL case is the largest individual banking fraud case in his- 
tory. As an oversight committee, we are required to make sure that 
the banking regulators do their job. Yet it was apparent at our Oc- 
tober 16 BNL hearing that the regulators had come well armed 
with excuses, but apparently were unprepared to issue an apology 
for their lax supervision. 

How can anyone not be angered by this regulatory fiasco, when 
we know the human toll involved? This is not just another over- 
sight hearing where we criticize the regulators for wasting tax dol- 
lars. The lax work of our commercial bank regulators in not spot- 
ting the real situation at BNL and BCCI, the Luxembourg bank re- 
cently discovered to have secretly controlled First American Bank- 
shares, the largest bank holding company in the nation’s capital, 
leaves massive public policy questions that we must confront. 

It is time to take a serious look at the idea of a consolidation 
that will provide coherent and effective supervision for our bank- 
ing and financial entities in this country. The foundation of our fi- 
nancial system must be a strict, take-charge regulatory body that is 
not a captive of the banks it regulates. 

The theme of today’s BNL hearing is to place the $4 billion in 
loans to Iraq in perspective. After all, during the time that BNL 
was lending these monies in a regulatory-deficient environment, it 
was the administration’s policy to feed the Iraqi people, to bend 
over backwards to help the Iraqi regime upgrade its military capac- 
ity. 

How could roughly $2 billion in BNL loans go for these pur- 
chases and knowingly for the Ministry of Industry and Military 
Production? 

Ours is the only country without safeguards to the national in- 
terest in such transactions. I am placing in the record datasheets 
that provide details on BNL loans to Iraq. BNL loans were the 
grease that permitted the Iraqi procurement machine to function. 
BNL loans went directly to several Iraqi front companies. For the 
most part, BNL loans were used to pay hundreds of companies in 
the United States and abroad that were recruited by the Iraqi net- 
work to export goods to Iraq. And, of course, at that time — and it is 
difficult to evoke that environment — it was the policy of the admin- 
istration at that time to foster and stimulate those activities. 
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So I ask unanimous consent at this point in the record to present 
a background on BNL loans to Iraq and the documentation I have 
just referred to. 

[The information referred to can be found in the appendix.] 

The Chairman. Mr. Annunzio, do you have any statement? 

Mr. Annunzio. I have no statement, Mr. Chairman. 

The Chairman. Ms. Oakar. 

Ms. (Dakar. Mr. Chairman, I ask unanimous consent to put my 
statement in the record. 

I just want to quickly say that I want to thank you for having 
this hearing, and I think it’s very unfortunate that the very eco- 
nomic system that makes the United States such a great market- 
place and conduit for international trade and banking can open the 
door for potential abuse, and I think that’s why your monitoring 
what the regulatory system does in conjunction with this type of 
deception is very important. 

But the BNL affair does raise questions regarding how our gov- 
ernment conducts its foreign policy. The previous administration’s 
decision to take Iraq off the list of countries that supported terror- 
ism, thus making them eligible for trade within the United States, 
led to these events. 

Credit that we eventually extended to Iraq would permit them to 
amass armaments, armaments we ironically had to destroy in Op- 
eration Desert Storm. The short-term gains of the policy we en- 
gaged in with Iraq have exacted a heavy price over the long haul, 
and I hope this administration and others in the future and Con- 
gress will pay careful attention to the lessons of the past. 

So thank you again, Mr. Chairman, for your fine work and the 
work of your staff. 

[The information referred to can be found in the appendix.] 

The Chairman. Thank you. Mr. Bereuter, do you have any state- 
ment? 

Mr. Bereuter. No statement, Mr. Chairman. Thank you. 

The Chairman. Thank you very much. Mr. Barnard. 

Mr. Barnard. Thank you, Mr. Chairman. Mr. Chairman, I also 
want to say that I think it’s certainly appropriate that these hear- 
ings be conducted now that the war is over and for us to get a 
better understanding as to how conditions did develop that permit- 
ted Iraq to arm themselves as they did. 

As you possibly know, we have in my Subcommittee of Govern- 
ment Ops we’ve conducted hearings all of last Fall on export licens- 
ings and how that policy was somewhat confused, to put it politely 
and it likewise permitted some very sensitive sales of materials 
that could have been used for chemical as well as biological war- 
fare. 

I guess what I am saying is that I think these hearings are 
timely by this committee and the Foreign Affairs Committee and 
other committees at this time to look into how much understand- 
ing we really have of the Middle East and the countries that make 
up the Middle East, because I think that sometimes we have devel- 
oped policies both within the State Department, the Defense De- 
partment and the Commerce Department that unfortunately now 
indicate that we probably have less understanding of the govern- 
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ments and the peoples of the Middle East than we should have in 
order to carry out the proper negotiations with those countries. 

I think that these hearings can serve a very useful purpose at 
least in permitting Congress to understand how these policies were 
made and what corrections could have been — what corrections 
should have been made and how we might address them in the 
future. 

Thank you very much. 

The Chairman. Thank you, Mr. Barnard. 

Well, Mr. Cox, I want to thank you for your presence. Do you 
have anything 

Mr. Cox. Thank you, Mr. Chairman. I do have a very brief state- 
ment I would like to make and I thank you for calling this hearing 
today to continue the committee’s investigation of the BNL scan- 
dal. 

I am glad to have the opportunity to hear from today’s witnesses 
in connection with the unauthorized lending of nearly $3 billion to 
Iraq by the Atlantic agency of Italian-owned BNL and I appreciate 
their willingness to come here today to shed light on this matter. 

The case of the BNL has caused us to question the competence of 
the administration, supervision and regulation of foreign bank 
branches within our boundaries. As members of the Banking Com- 
mittee we have a particular responsibility to thoroughly review the 
BNL scandal. It is only through an understanding of this regula- 
tory failure that we can hope to correct insufficiencies in the over- 
sight of these entities which command over $500 billion in U.S. 
assets. 

The last severed months in the Persian Gulf have demonstrated 
the far-reaching implications of a failure to properly monitor the 
operations of financial institutions like BNL. The Atlanta bank’s 
unchecked financing of over $850 million in U.S. agriculture prod- 
ucts to Iraq along with the financing of a complex Iraqi technology 
procurement network contributed to the strength of Saddam Hus- 
sein and his regime. 

The consequences of this empowerment have become all too 
clear. 

As we continue this investigation it is my hope that we will re- 
ceive cooperation from State and Federal agencies. We must make 
every effort to ensure that cracks in the regulatory system are re- 
paired. Only then can future fraud and all its repercussions be 
avoided. 

Thank you again, Mr. Chairman. 

The Chairman. Thank you, Mr. Cox. 

I’m going to ask unanimous consent that all members have the 
opportunity to place in writing their opening statement if they 
wish to prepare one, and Mr. Hoagland has indicated he doesn’t, so 
if you do later on you can put it in the record. 

[The information referred to can be found in the appendix.] 

The Chairman. With that, we’ll proceed and recognize our first 
witness. It’s the Honorable Richard Newcomb, from the Treasury 
Department, the Office of Foreign Asset Control, and in an effort 
will detail the secret network of individuals and companies in the 
United States and Europe responsible for obtaining sophisticated 
Western technology for Iraq. On April 1, OFAC, this office, re- 
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leased a list of the individuals and companies acting as Iraq agents 
and there will be more details and what-not proceeding as we go 
into this hearing. 

Let me just say that by no means has the environment changed 
any. The only and single purpose and intent that we have as a con- 
gressional body is to pursue a legislative end, and that is to do all 
that is possible as soon as possible to provide the absolutely neces- 
sary regulatory environment to protect the national interest. 

There is nothing at this point that would prevent a repetition of 
identical or similar occurrences. We have in this country over $635 
billion of this kind of credit that I know no Federal agency from 
the Federal Reserve Board to any of the State — much less the State 
regulatory commissions really know what it’s about, so we have no 
assurances, I think, and that’s the only reason that we’ve called 
these hearings, that it is imperative that the policy-making body, 
the Congress, initiate and first obtain all the necessary and perti- 
nent knowledge and documentation, the statutory structure for an 
improved and perfected regulatory environment. 

Mr. Newcomb, thank you very much once again. You have coop- 
erated with us all along and you may proceed. 

We want to thank you for having given us your prepared text. 
We have about seven witnesses following you. If you wish to sum- 
marize your prepared text, your entire statement will be printed in 
the record as you gave it to us. 

STATEMENT OF RICHARD NEWCOMB, OFFICE OF FOREIGN 
ASSET CONTROL (OFAC), TREASURY DEPARTMENT 

Mr. Newcomb. Thank you. Mr. Chairman, members of the com- 
mittee, I am pleased to be here this morning to discuss the Treas- 
ury Department’s role in economic sanctions against Iraq and 
Kuwait. As you know, we have primary responsibility within the 
executive branch for implementing the financial and trade sanc- 
tions against Iraq and measures to protect assets of the govern- 
ment of Kuwait. 

This morning I will address the topics and concerns in which you 
have expressed an interest, which relate principally to the blocking 
of these assets in the United States and our Specially Designated 
National program. 

Following the Iraqi invasion of Kuwait on August 2, the Presi- 
dent, acting under authority of the International Emergency Eco- 
nomic Powers Act, declared a national emergency and issued two 
Executive orders, which froze all Iraq and Kuwait government-con- 
trolled assets within the United States and imposed an immediate 
and comprehensive trade embargo. On August 6, the U.N. Security 
Council decided all U.N. member States should impose sweeping 
economic sanctions against Iraq and occupied Kuwait. On August 
9, the President issued two more Executive orders, this time under 
IEEPA and the U.N. Participation Act, broadening the U.S. sanc- 
tions to include complete prohibition on trade with any person lo- 
cated within the territories of Iraq or Kuwait. 

The Executive orders developed on August 2 and 9 were done in 
conjunction with the State and Justice Departments, the White 
House staff, the National Security Council, and so forth. These Ex- 
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ecutive orders essentially prohibited exports and imports of goods, 
any dealing with property of Iraqi origin, travel, transportation, 
performance of contracts, commitment or transfer of funds to any 
economic resource in Iraq, and blocked all property of the Govern- 
ment of Iraq located in the United States or in the possession or 
control of a U.S. person. 

The August 9 Executive order with regard to Kuwait imposed es- 
sentially the same regimen on Kuwait, then under occupation. 
Since the liberation, the prohibitions on most trade and financial 
transactions have been removed, except for seven Kuwaiti banks, 
which, while remaining blocked, are licensed to utilize their assets 
to settle pre-August 2 obligations. 

The objectives of these orders was to deprive Iraq of any econom- 
ic or financial benefits which might result from its illegal occupa- 
tion and to preserve and protect the assets of the Government of 
Kuwait for the benefit of their rightful owner. Iraqi assets blocked 
in the United States and in all U.N. members States may be used 
as a source of funds to pay claimants and creditors of Iraq if such a 
course of action is determined appropriate and enabling legislation 
is enacted. These orders immediately froze all property and inter- 
ests in property of Iraq and Kuwait that were in the jurisdiction 
and control of the United States or U.S. persons. 

On the morning of August 2, we began contacting the major 
money-center banks and requested the Fed to notify its members 
banks of the blocking. We cooperated closely with our allies, both 
bilaterally and multilaterally, through such organizations as the 
EC, the BIS, the OECD, and the U.N. Additionally, an ongoing pro- 
gram with foreign governments and their embassies enables us to 
act in concert with all governments worldwide to ensure uniform 
application. 

On August 3, we immediately began announcing the first of a 
series of general licenses relating to many of the most immediate 
and pressing problems, such as what to do about oil on the high 
seas from Iraq or Kuwait, unwinding financial or securities trans- 
actions entered into prior to the freeze, what types of transactions 
or investments by blocked companies or investment portfolios 
owned by Kuwait should continue unimpeded, payments due under 
letters of credit involving U.S. banks for goods and services export- 
ed prior to August 2. These decisions were crafted to ensure that 
the transactions permitted thereunder are consistent with the ob- 
jectives of the sanctions and do not confer any rightful benefit on 
Iraq. 

Very early we began meeting regularly with Kuwait officials to 
begin the lengthy process of identifying and clarifying the status of 
Kuwait-owned entities around the world and licensing limited oper- 
ations. 

Our efforts regarding Kuwait focused heavily on identifying and 
clarifying the banks and financial institutions and communicating 
this information through the Federal Reserve System. In identify- 
ing and blocking Iraqi assets, we have relied on the cooperation of 
allied governments, other Federal agencies, the business communi- 
ty, and the investigation efforts of our own staff. 

The frozen Kuwaiti investments have totalled billions of dollars 
and consisted primarily of bank deposits, debt and equity securities 
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involving both direct and portfolio investment, and real estate. 
Most of these assets were owned by licensed Kuwaiti entities, such 
as the Kuwait Investment Office or the Kuwait Investment Au- 
thority. 

Blocked Iraqi assets will total more than $1 billion, which are 
primarily in bank deposits and oil revenue. 

We have recently undertaken an initiative to identify front com- 
panies and agents used to acquire technology, equipment, and re- 
sources for Iraq. This is called the Specially Designated National 
Program. We have the authority to specially designate — that is, to 
identify publicly and to block — any person, whether an individual 
or a business, directly or indirectly owned or controlled by the Gov- 
ernment of Iraq, or who to purports to act for or on behalf of it. In 
practice, a Specially Designated National is an Iraqi government 
body, representative, agent, intermediary, or front, whether overt 
or covert, that is located outside of Iraq and functions as an exten- 
sion of the government. It may be a firm created by the Iraqi Gov- 
ernment, or it may be a third-country company that otherwise be- 
comes owned or controlled by the Iraqi government or that oper- 
ates for or on its behalf. 

On April 1, we formally identified 89 businesses and individuals 
worldwide as front companies and agents. The list is not a static 
document, but will be continuously augmented as additional front 
companies and agents are identified. 

For U.S. persons, dealing with an Iraqi SDN is equivalent to 
doing business with the Government of Iraq, an activity that is pro- 
hibited by Executive order. Violators are subject to severe penal- 
ties, pursuant to the Iraq Sanctions Act. 

Thank you, Mr. Chairman. It’s a pleasure to be here, once again. 
I will be delighted to answer any questions that you or the commit- 
tee members may have. 

[The prepared statement of Mr. Newcomb can be found in the ap- 
pendix.] 

The Chairman. Thank you very much, again, for having submit- 
ted your statement in ample time for us to review it, and also for 
sort of succinctly summing up. 

Now that you have a restoration of a Kuwaiti Government, as I 
understand it, reading the newspapers, what is the net effect of the 
Executive order of August 9? Has that been lifted with respect to 
Kuwait and its restrictions or a freeze on assets? 

Mr. Newcomb. As required by the Iraq Sanctions Act, the Presi- 
dent has notified the Congress that we would begin the process of 
lifting sanctions against Kuwait. Accordingly, we have done so on 
the trade, travel, transportation, and brokering provisions. Those 
were lifted in mid-February. On February 25 we lifted the asset 
freeze, with the exception of seven Kuwaiti banks, which are in the 
process of, in an orderly process, paying off their obligations. 

I would point out that this was done at the request of the Gov- 
ernment of Kuwait and the central bank, who offered to guarantee 
and be the lender of last resort in the event that there were any 
shortfalls in these financial institutions in meeting their obliga- 
tions. 

So, in essence, what we have is a work-out going on. We antici- 
pate that should last for maybe another 4 to 6 weeks. 
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We have licensed those banks to issue letters of credit and to 
enter into foreign-exchange transactions. I expect them to be fully 
up and operational soon. 

The Chairman. The other question that concerned me, from our 
standpoint: The Federal Reserve Board, for instance, tells us that 
central bank accounts of other countries are not to be accessible, 
except that we know that this particular kind of bank account, the 
Central Bank of Iraq, for instance, and the private bank accounts 
at some of our large U.S. banks, were not supervised by the Feder- 
al Reserve like they do other central bank accounts that apparent- 
ly are maintained and that they apparently do supervise. The Fed- 
eral Reserve Board did tell us that it is not in the best interest of 
the United States to collect information on the private bank ac- 
counts maintained by central banks. I do not know how to distin- 
guish that fine point there. Would it be easier to enforce sanctions 
& the Federal Reserve was required to gather information on all 
central bank accounts? 

Mr. Newcomb. I believe, on that fairly technical question, I 
would defer to the Fed, but let me just add that the embargo was 
put in place on August 2. From that date until the present, we 
have had extraordinary cooperation from all money-center banks, 
all banks where there have been correspondent relationships be- 
tween both Iraqi and Kuwaiti Government institutions, and, for 
that matter, all of our other sanctions programs. I cannot think of 
an instance where we have not had the kind of cooperation and in- 
formation we have needed since August 2, so I think your question 
goes to really a larger matter that is out of my province to really 
comment on. 

The Chairman. In some business circles in our country, we have 
reports from them that the Emirate, for instance — the family of 
the Kuwait Emirate regime — had in their individual family name 
placed billions of dollars — in their name, not in the central bank’s 
name or the government’s name. Do you have any knowledge 
about that? 

The greater portion — a good, substantial amount of that — in fact, 
the report I had was that it was way over $160 billion in the 
United States, and more than that in European and Swiss banks — 
do you know if there is anything to that, and does the order cover 
that private family account? 

Mr. Newcomb. Let me answer your last question first, and I 
think it will dispose of your earlier one. 

The Chairman. OK. 

Mr. Newcomb. No, the order does not cover private holdings of 
Kuwaiti citizens — nor, for that matter, private holdings of Iraqi 
persons, unless they are acting for or on behalf of the government. 
So we would not, in the Kuwaiti institutions, have collected the 
kind of information going to private individuals, whether they be 
royal family members or private citizens, or anyone else. 

The Chairman. So that this family and its accounts — and the es- 
timate was very, very faithfully reported, not only American 
sources but European sources, to me — in that substantial amount 
then would not be covered by the Executive order. 

Mr. Newcomb. That is correct. 

The Chairman. It’s amazing. 
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Mr. Annunzio, I think my 5 minutes, even though I have not re- 
ceived a note. 

Mr. Annunzio. Go ahead. 

The Chairman. No, no. Go on ahead. I think we have to keep a 
tight control. 

Mr. Annunzio. I have just one question at this time, Mr. New- 
comb. 

There were recent reports in the Wall Street Journal that the 
United States had approved an Iraq oil shipment purchased by the 
Coastal Corporation after the oil embargo, only to have the Saudi 
Arabian government prohibit the shipment of the oil. Why would 
the U.S. Government OK this shipment despite the trade embargo? 

Mr. Newcomb. This shipment, let me say, never did leave Saudi 
Arabia, did not enter the United States. On August 2, we issued a 
policy which authorized oil on the high seas to enter the United 
States, and under that decision something in the neighborhood of 
30 oil tankers, containing perhaps as much as 40 million barrels of 
oil, did enter the United States under specific license by the Treas- 
ury Department. In order to get this oil entered, payments had to 
go into a blocked account, either in the United States or subject to 
U.S. jurisdiction. In essence, what we got was Iraq’s oil and Iraq’s 
money. 

This revenue has accounted for perhaps $500 million of the 
blocked Iraqi deposits currently subject to U.S. jurisdiction and will 
be utilized for the purposes of paying claims that U.S. claimants 
might have against Iraq. The only distinction that would be made 
with that particular shipment — as I pointed out, events evolved so 
that it did not ultimately enter — was that it would have entered 
the United States after our predetermined arrival date of, I believe, 
September 30. It was in mid-October, but we would have achieved 
the same goals: It would have been oil entered into the United 
States; payments would be made into a blocked account. Plus, I 
was also told at the time — we were told that it was a particular 
grade of oil that could be utilized for jet fuel. 

Mr. Annunzio. I have another question. Iraq had attacked Iran 
in 1980, gassed its own Kurdish people in 1985, and hung a British 
journalist in early 1990. It invaded Kuwait in August 1990. Finally, 
8 months after the invasion, after the U.S.-led coalition had won 
the war to free Kuwait, did your office release a list of Iraqi front 
individuals and corporations? Why was this information not being 
compiled through intelligence sources before the invasion of 
Kuwait, especially given the Iraqi track record of the 1980’s? 

Mr. Newcomb. With regard to the Treasury Department, we did 
not become officially involved — we did not have the authority; we 
did not have the mandate — until August 2. Immediately following 
the imposition of the Executive order, we had certain high-priority 
items which needed to be resolved immediately. We also immedi- 
ately began compiling the information necessary to put out the 
Iraqi front-company list. We continue to work on that initiative 
and will continue to update it. 

Mr. Annunzio. To your knowledge, did the FBI or the CIA or 
any other agency work to compile this information for our govern- 
ment? 
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Mr. Newcomb. Let me say that, in compiling this information, 
we used our own sources available to us; we worked very closely 
with the Government of Kuwait, bilaterally with foreign govern- 
ments; and we worked very carefully with the entire Federal law- 
enforcement community. They were all available to us, and they 
have all provided assistance. 

Mr. Annunzio. In other words, the FBI and the CIA were avail- 
able to you to provide information. 

Mr. Newcomb. Yes. They are routinely available to us, yes, sir. 

Mr. Annunzio. Did they provide any information, to your knowl- 
edge? 

Mr. Newcomb. Well, if we need to go into executive session, I can 
brief you more fully on this, but let me just say, classified informa- 
tion has to be protected for methods and sources, and we just 
cannot take a classified source and use it. However, I can say that 
both agencies have been very cooperative in working with us, for 
the record. 

Mr. Annunzio. Thank you very much. 

Mr. Newcomb. Thank you. 

The Chairman. Mr. Leach. 

Mr. Leach. Mr. Chairman, I think Mr. Bereuter was here first. 

The Chairman. Mr. Bereuter. 

Mr. Bereuter. No questions, Mr. Chairman. 

The Chairman. OK. Mr. Leach. 

Mr. Leach. Mr. Chairman, I had a query of the chairman, if that 
would be appropriate. You noted in your opening statement that 
you had a memo relating to a high-ranking administration official 
having knowledge about some information. Are you prepared to 
make that memo available to the minority? 

The Chairman. Oh, yes. It should have been. 

Mr. Leach. OK. 

The Chairman. I am pretty sure it has been, but we will make 
sure that you do have it. 

Mr. Leach. I would appreciate that very much. 

The Chairman. Absolutely. 

Mr. Leach. I have just one question for the witness, if I could. 

The CCC is apparently potentially liable for a rather large sum 
of money with regard to these transactions. What is the U.S. Gov- 
ernment doing in terms of holding the Government of Iraq liable, 
and is the CCC likely to be fully compensated — the CCC being the 
U.S. taxpayer, in this instance? 

Mr. Newcomb. The CCC currently, as you know, has a claim 
against Iraq, I believe in the neighborhood of $2 billion. We have 
blocked Iraqi deposits in the United States in the neighborhood of 
$1.2 to $1.3 billion. There are a variety of other claimants that are 
currently responding to a census we are conducting on other claims 
against Iraq. 

There are several alternatives. Iraq could volunteer to utilize 
this money to pay off its Iraq claims in the United States. Barring 
that, the Congress could enact enabling legislation to vest and set 
up a claims settlement program, which, following earlier claims 
settlement programs, could be adjudicated before a commission, 
which could hear the validity of all claims. 

Mr. Leach. Are you recommending that approach? 
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Mr. Newcomb. I am not today, because I think we are still at a 
very early stage in working out U.N. resolution 687. As you know, 
there is a fund created pursuant to that resolution. I think working 
out those details is something that as we speak is being worked on, 
and we will continue to work. I do not think it is today’s question, 
but I think it is an important question for the near future. 

Mr. Leach. Now, Iraq, as I understand it, has a rather extraordi- 
nary foreign debt. 

Mr. Newcomb. Yes, they do. 

Mr. Leach. Most people that have assessed it have come to the 
conclusion that it is inconceivable that they can pay it back in the 
near future. Is that the judgement of the administration? 

Mr. Newcomb. I do not believe I am prepared to speak as to how 
Iraq is going to be able to meet its obligations, but I can certainly 
concur with you. The debt is considerable. 

Mr. Leach. There are several issues at stake. One is the role of 
regulation. A government, with which we have less than friendly 
relations, was able to utilize credit from the United States to make 
both agricultural and possibly military purchases. And a govern- 
ment, whether it was friendly or not, probably lacked the financial 
wherewithal to pay it back, because its debts were escalating 
rather dramatically. 

The second question is, from our perspective, not only does some 
of this credit appear to have been inappropriate, but it looks as if it 
was poor credit. I think that is of signal significance. In addition to 
the concern that there was illegal channeling of credit to make the 
kinds of purchases that we now find particularly unseemly, from a 
credit-risk perspective, these were not good credits. Second, if it 
wasn’t good credit, who is going to pick up the tab? Quite clearly, 
this is not a circumstance simply where a bank made a mistake. 
This is a circumstance where the U.S. taxpayer is picking up a 
rather substantial amount. 

If we did not have this S&L scandal, if we did not have the whole 
money-center bank problem, the sums of money involved would be 
of towering dimension. I mean, it used to be a million-dollar scan- 
dal was big time. A hundred million dollars was big time. This 
looks like a billion-plus-dollar credit scandal — forgetting that the 
purchases could have included military equipment. When this com- 
mittee suggests that there may be regulatory accountability, it is 
very serious in that. I just wonder how the Treasury looks at this, 
simply from a credit perspective. 

I mean, do you really think we are going to retrieve 5 percent, 10 
percent, 100 percent of what is on the table? 

Mr. Newcomb. Well, let me say that what you had outlined is an 
international issue, not just a U.S. issue. The exposure internation- 
ally is much greater than the exposure here. 

Mr. Leach. Would you explain that? 

Mr. Newcomb. Well, I think the debt to Iraq 

Mr. Leach. Oh, the debt to Iraq from other sources, that is true, 
but we are dealing with a government agency that extended credit. 
We are dealing with U.S. regulation of our banking system, and it 
is our banking system that provided part of that credit. I mean, 
recognizing that others are going to lose more than we, this is still 
a billion-dollar scandal, and that is not peanuts. 



12 


Mr. Newcomb. Well, I certainly concur in your characterization 
of the magnitude of the issue and concur that we are talking about 
very large sums. Our trade policy prior to August 2 was such that 
a financial institution could make those loans. 

Mr. Leach. There is a distinction between trade policy and pru- 
dent regulation of the banking system. Our committee's jurisdic- 
tion is the banking system. So, when the chairman suggests that 
there is something perhaps askew in regulation, I think he has got 
a de facto point. I mean, this is more than simply a foreign policy 
scandal. 

The Chairman. Yes. Will you yield to me, Mr. Leach? 

Mr. Leach. Yes. 

The Chairman. You are absolutely correct. We may ultimately 
have some aspects of this that we will refer to other committees. I 
think the restoration of some of the credit allocations, not only by 
the Agricultural — we hope to have a session, perhaps on the 17th, 
in which we will have the Export-Import Bank, which also had an 
exposure, but which was the first one to indicate that the Iraqi 
Central Government was not exactly creditworthy. But the State 
Department then said, you do it; that’s their policy. 

The big thing that I say, and the urgency — of course, there is no 
real perception right now — is that, for instance, it is very possi- 
ble — the reason why these avenues are used is that it is amazing 
how much money, how much capital, can be raised through these 
stratagems, using this tremendous reservoir of money that is in our 
country. As I said earlier, it is much more than $635 billion, and 
nobody knows, so you can raise this capital even now, and for God 
only knows what purpose. 

For instance, Panama: We installed a regime, actually, and we 
imprisoned the leader as a drug-peddler, but actually the launder- 
ing and the drug traffic has not diminished one bit out of Panama; 
in fact, it has increased. In one sense, what we have got is an im- 
mediate oversight from our standpoint; that is, the safety and 
soundness of our system with respect to the regulatory oversight of 
foreign banking entities doing business in the United States. 

There is also, even among our own banking fraternity, very little 
awareness of the vast differences in cultural, societal, and tradi- 
tional ways of doing things. Most of the banking entities in these 
other countries are really government-owned, principally. There is 
an entirely different background. But those banking entities — say 
in Germany, for instance, where you have four or five what they 
call universal banks — but the bankers do not look upon themselves 
just as our private bankers do in the United States; they also look 
upon themselves as agents and officials of the government that are 
going to be in tune with official government policy. Of course, we 
have not had coherent government policy, but we also have an en- 
tirely different background and tradition, so that, in my opinion, 
this is an urgent need. It may not await a total restructuring of our 
regulatory system. We have got to do something about the fact that 
no regulatory agency from the Federal Reserve Board, as I said in 
my opening statement, to the State regulatory agencies, where 
they can charter the agencies and branches, have the ability nor 
the knowledge to oversee properly. 
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So, as we are meeting here today, transactions like this can be 
happening in another area. 

Mr. Bereuter, I think you were seeking recognition. 

Mr. Bereuter. Mr. Chairman, I would ask unanimous consent 
that the gentleman have another minute. 

The Chairman. Without objection, so ordered. 

Mr. Bereuter. Would the gentleman yield? 

Mr. Leach. Of course. 

Mr. Bereuter. I thank the gentleman and the chairman for pur- 
suing this line of questioning, and I do not take exception to what 
they have said or the conclusions they draw, but I think there is 
another matter that probably should be put on the table at this 
point. 

Just before the Iraqi invasion of Kuwait, on August 2, there was 
legislation on the floor which would have imposed a selective 
export embargo on American agricultural products. This gentle- 
man opposed that as a selective embargo and suggested, if we were 
going to have an embargo, it should be across the board. At that 
time the administration told this Member — and I still believe it to 
be true — that the Iraqi government was repaying always appropri- 
ately and on time, any CCC export credits extended by the United 
States to Iraq to facilitate the purchase of American grain and food 
products. So at that time, at least, if that continues to be correct — 
if it was correct at the time — while the Iraqis may have a huge for- 
eign debt, the track record on the sale of American products using 
CCC credits was just fine: they were paying rapidly; they were 
paying in cash; and they were paying in order. 

That was the situation on which this gentleman made comments 
on the floor in the latter part of July. 

I thank the gentleman from Iowa for yielding. 

Mr. Leach. Thank you. 

Mr. Chairman, my time has expired, but I would make just one 
comment, if I could. I think this whole discussion underscores the 
need to go ahead with a re-look of the regulatory system. The ad- 
ministration has a very profound approach that I think we ought 
to consider. The chairman has a somewhat different one that is 
very respected. 

I do think it does underscore the need for this Congress to act in 
a progressive way despite some of the views that we won’t do any- 
thing this year. I think the administration at least does have a 
timely proposal that ought to be considered in that context. 

Thank you, Mr. Chairman. 

The Chairman. Thank you, Mr. Leach. You are one of the most 

important factors on this committee, so it is gratifying to hear that, 

because we should have a sense of urgency about the need to 
reform. 

Ms. Oakar. 

Ms. (Dakar. Thank you, Mr. Chairman. 

Mr. Secretary, on page 13 of the staff report — which you do not 
have in front of you, I don’t believe — a February report related to 
the role of Banca Nazionale del Lavoro in financing Iraq and the 
failure of the various Fed agencies, it indicates that to date the 
CCC — that is, the commodity credit program — has not suspended 
BNL from participating in the GSM-102-103 program. 
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Since Treasury has a vote on the NAC advisory council, why 
haven’t you suspended this bank’s opportunity to have taxpayer’s 
money used to extend credit to questionable situations? Isn’t per- 
formance one of the ratings you give some of these institutions? 

Mr. Newcomb. Let me say, Congresswoman, that that is an area 
that I am just not in a position to answer. It is not within my area 
of supervision. I can get an answer for you and, certainly, respond 
for the record. 

Ms. Oakar. Well, would you submit that for the record? 

Mr. Newcomb. I certainly will. 

I also think that that’s something that the Agriculture Depart- 
ment, too 

Ms. Oakar. Well, I know they are, but Treasury does play a role 
in the Department of Agricultural commodity credit. 

I think it is important for our businesses to have incentives for 
export opportunities, and that is why I have already supported the 
Commodity Credit Corporation and the program, as well as the 
Export-Import Bank. I think sometimes we fail to have the proper 
incentives for our businesses to export. On the other hand, we 
expect the proper agencies to be monitoring situations and deals 
that are made abroad, so that the kind of scrutiny that should take 
place does take place. 

Now, if you take a look at the background on the BNL loans to 
Iraq, the $2.2 billion in BNL loans to two Iraqi commercial banks 
and the $2,155 billion in BNL loans to the Central Bank of Iraq, in 
one case over $1 billion of credit was U.S. taxpayers’ credit that fi- 
nanced these exports, and another $900 million in the other deal 
was financed by our people, our credit corporation. 

You just released a list of companies, some of which are from my 
own State of Ohio. What kind of checking does Treasury do as one 
of the NAC advisory council members with respect to whether or 
not these companies are really exporting agricultural products or 
whether or not — as in the case of the company in Solon, OH, they 
are really exporting military technology? 

Mr. Newcomb. Did your question relate to what kind of check- 
ing? 

Ms. Oakar. Yes. What do you do? I mean, do you just take the 
company’s word that they are going to export, or that the company 
that gets the guaranteed loans? Our taxpayers — Mr. Leach, I think, 
alluded to this — are the ones that are going to eat the $2 billion, — 
right? — guaranteed loans, if we don’t retrieve that, which God 
knows when that will happen, right? 

Mr. Newcomb. Well, on that point, let me say I think at some 
point, following earlier programs, there will be some kind of a set- 
tlement of claims program. The full extent of recovery is not clear 
at this point. 

Ms. Oakar. Settlement claims with whom? 

Mr. Newcomb. Well, we have a pool of blocked Iraqi assets that 
creditors of Iraq in the United States presumably have a claim 
against if there is sufficient authority to vest that property and set 
up some kind of a program. We are not clear totally on the full 
extent of the claims. We have done a survey, and we are aggregat- 
ing that data right now. We are trying to verify it from potential 
U.S. creditors of Iraq. 
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But on your earlier question, as to decisions made prior to 
August 2, again, that is something that neither I nor anyone under 
my supervision was involved in. I would be delighted 

Ms. Oakar. Well, who knows from the Treasury Department? 

Mr. Newcomb. It would be someone else within the Treasury De- 
partment, and the Agriculture Department. 

Ms. Oakar. Well, could you get the information for the record 
that would indicate what type of scrutiny this NAC advisory coun- 
cil — right? — and Treasury has one vote, correct? There are three 
agencies; am I right about that? 

Oi*Mr. Newcomb. That is my understanding, but I am not 

Ms. Oakar. Right. Well, could you get the information for the 
record that would indicate what type of scrutiny, in terms of these 
exports, was done by Treasury? 

Mr. Newcomb. I can certainly go back and get the appropriate 
people to develop that information. 

[The information referred to can be found in the appendix.] 

Ms. Oakar. Last — and my time has expired — and you may not 
know the answer to this, either — could you tell me whether or 
not — or could Treasury respond: Should Treasury have more of a 
monitoring opportunity and oversight over this credit corporation, 
even though it is under the auspices of the word “agriculture”? 

Mr. Newcomb. Once again, I will get it for you for the record. 

Ms. Oakar. OK. I think it would be interesting to know that. 

The Chairman. Mr. Barnard. 

Mr. Barnard. Thank you, Mr. Chairman. 

Mr. Newcomb, attached to your testimony is a copy of the Feder- 
al Register of Wednesday, April 3, 1991. There is a list of compa- 
nies — you have included a list of companies — would you identify for 
the record what is that list of companies? 

Mr. Newcomb. As explained in the preamble to the Federal Reg- 
ister notice and in my testimony, those are companies identified as 
specially designated nationals of Iraq. These are individuals and 
companies — usually in third countries — that are acting for or on 
behalf of Iraq, either through an agency relationship, through 
direct ownership or control, acting for or on behalf of Iraq either 
overtly or covertly. 

Mr. Barnard. What agency of government is responsible for 
maintaining this list? 

Mr. Newcomb. The Treasury Department. 

Mr. Barnard. The Treasury Department. 

Do you maintain similar lists for other countries that would be 
designated as terrorist countries? 

Mr. Newcomb. We maintain similar lists for countries where 
there is an economic embargo under one of two statutes: either the 
Trading with the Enemy Act or the International Emergency Eco- 
nomic Powers Act. In most cases, they are similar, but not all ter- 
rorist countries are embargoed. 

But let me say we maintain such lists for Vietnam, North Korea, 
Cuba — we did with Panama — Iraq 

Mr. Barnard. Libya? 

Mr. Newcomb. Yes. 

Well, let me just correct that. That is something we are current- 
ly working on and will have imminently. 
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Mr. Barnard. How long have we had this particular list on Iraq? 

Mr. Newcomb. Well, we began developing the information in 
August — at least the Treasury Department did. 

Mr. Barnard. We did not have it before August? 

Mr. Newcomb. Well, we began compiling it. Certainly the infor- 
mation was under various stages of investigation, various stages of 
inquiry. Before going forward, we had to have sufficient reason to 
believe that, in our best good-faith judgement, these individual 
companies qualified. It required a lot of interagency coordination 
and bilateral coordination with foreign governments. 

Mr. Barnard. So, in other words, Iraq was an exception. We did 
not keep the records on Iraq before August 3, but we do keep 
records today on other countries designated as terrorist countries. 

Mr. Newcomb. Not necessarily terrorist countries — embargoed 
countries. 

Mr. Barnard. But, now, what is an embargoed country? 

Mr. Newcomb. An embargoed country is a country where the 
President declares a national emergency, uses extraordinary au- 
thority under several statutes, and invokes economic sanctions or 
embargoes for foreign policy or national security reasons. 

Countries currently embargoed are Vietnam, North Korea, Cam- 
bodia, Cuba, Iraq, Kuwait — which was just lifted, Iran, South 
Africa and Libya. We have recently lifted sanctions, as you know, 
on Panama and Nicaragua. Those would be the countries. 

There are other terrorist-supporting countries designated that 
are not embargoed; thus, we would not have such a list for them, 
because we do not have jurisdiction. 

Mr. Barnard. Do we secure the cooperation of allied countries — 
those, for example, that are determined countries? How do we get 
their cooperation in this particular effort? 

Mr. Newcomb. Through routine enforcement-coordinating mech- 
anisms. For example, in Iraq, we have been to the Bank of Interna- 
tional Settlement, the EC Commission, and the OECD. Bilaterally 
we have coordinated with over 100 governments here in Washing- 
ton, through the embassy. In every instance, we have raised this 
issue, and it is through routine sources, through counterpart agen- 
cies. 

Mr. Barnard. Are these lists made available to other agencies of 
government, such as the Federal Reserve? 

Mr. Newcomb. Oh, yes. In fact, immediately upon publication of 
the list — let me point that, in total, we have over 500 such designa- 
tions, and we anticipate many more. We have over 500 such desig- 
nations, and they are communicated to the entire Federal law-en- 
forcement community as well as to the Federal Reserve system, 
who immediately go to the branch Federal Reserve banks and then 
to all member banks. There is very wide dissemination of these 
names. 

Mr. Barnard. In other words — well, let me ask you this question. 
You may not see fit to answer it. In your opinion — let’s say that a 
bank regulatory agency, such as the Federal Reserve, more likely 
the Comptroller of the Currency. If he had a list such as this as it 
applied to, say, Libya, would it be reasonable for them to suspicion 
loans to these companies as being financed by the Libyan govern- 
ment? 
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Mr. Newcomb. I understand your question. Does this provide 
notice that these entities are under our program 

Mr. Barnard. Yes. 

Mr. Newcomb. Blocked entities where transactions are prohibit- 
ed. If there were an embargo in place against the country, such as 
Libya, then, if there is clear notice that U.S. persons may not con- 
duct transactions — extending it to your bank question — the answer 
is yes, if I understand you correctly. 

Mr. Barnard. Yes. The point I am getting, of course, is that, 
during the time that BNL was making these loans to these various 
companies, if their bank records showed that they were making 
these loans — now, of course, we understand that there were two 
sets of records, one that they kept in a separate file in an automo- 
bile trunk, I understand, and then the other, official records. 

Now, if they are official bank records, those that were available 
to the banking agencies to examine — if this list had been available, 
they would have been able to become suspicious of these loans; is 
that correct? 

Mr. Newcomb. If it had been available, it would have identified 
what, in the best good-faith opinion of the Treasury Department, 
are entities acting before or on behalf of Iraq. That, under the hy- 
pothetical you have given, would be impossible, because, since 
there was no embargo in place prior to August 2, such a list could 
not be developed, as it would. All it could do is be advisory; there 
would be no force and effect of law, as there is now. 

Mr. Barnard. Thank you very much. 

Mr. Newcomb. Thank you. 

The Chairman. Thank you, sir. 

Mr. Cox. 

Mr. Cox. Thank you, Mr. Chairman. 

Mr. Newcomb, I would just like to ask you a couple of questions 
in a couple of areas. In your statement you talk about the Ameri- 
can people having every reason to be proud of the work done by 
Treasury in implementing its share of the responsibility with 
regard to sanctions against Iraq. Is it your opinion that those sanc- 
tions from the area of jurisdiction of Treasury were in fact work- 
ing — are still working? 

Mr. Newcomb. Yes, sir. 

Mr. Cox. Second, in the letter of invitation that you received, 
there was a request of you to provide some information as to 
whether or not central banks and other foreign government-owned 
or -controlled banks operating in the U.S. were properly monitored, 
or are being properly monitored. Are you an appropriate person to 
ask that question? 

Mr. Newcomb. I am the appropriate person with regard to those 
countries I have mentioned. With regard to those countries, I will 
give you an unequivocal yes. The reason they are properly moni- 
tored is because all transactions are blocked. Our relationships 
with the money-center banks, the Federal bank regulatory agen- 
cies, the Fed, the Federal law enforcement community, has worked 
very well in ensuring there is very close oversight. 

As far as countries not subject to the jurisdiction of one of the 
statutes I have mentioned, I cannot comment. 
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Mr. Cox. I assume what you are saying is, as of the issuance of 
the Executive order of August 2; is that right? 

Mr. Newcomb. That is correct. To be more clear on it, all trans- 
actions are prohibited, so there is no judgement call at all. You just 
can’t do it. 

Mr. Cox. What about before August 2? 

Mr. Newcomb. Well, clearly there was not an embargo. There 
was not an Executive order. We did not have the authority. To 
answer your earlier question, I am not the right person. 

Mr. Cox. All right. That was the concern that I had, because 
there is a clear lack of information in your statement, both in the 
written statement and the summary that you provided, with regard 
to the overall issue of regulation that I understand Congressman 
Leach’s questions to be directed toward. The reason that is not 
there is because we were asking the wrong person; is that right? 

Mr. Newcomb. That is correct. 

Mr. Cox. OK. Thank you. 

The Chairman. You’re through? 

Mr. Cox. Yes. Thank you, Mr. Chairman. 

The Chairman. Thank you. 

The Chair will observe that it is about 5 minutes past 11. We 
have seven witnesses remaining, and I would recognize the remain- 
ing members for 3 minutes. 

Mr. Hoagland, I believe you came in next. 

Mr. Hoagland. I just have a question, Mr. Newcomb, about any 
remaining contractual obligations there might be to extend credit. 
As I understand it, there may be as much as $500 million or more 
of credit obligations that have not yet been issued to Iraq. Are 
those still binding? Surely we are not continuing to provide credit 
under these documents. 

Mr. Newcomb. These are credit obligations under CCC, GSM pro- 
grams? 

Mr. Hoagland. Yes. 

Mr. Newcomb. Again, I think you will need to consult with the 
Agriculture Department on that. When our program goes into 
place, there is a blocking, so whatever existed beforehand becomes 
irrelevant, because any such transaction is prohibited; that is 
where it is; that is where it has been; and that is where it will be 
until U.N. resolution 687 goes into place and starts working out 
whatever phased lifting of sanctions on Iraq might take place. 

Mr. Hoagland. I was hoping and expecting that you would say 
that. In other words, if there is a remaining, outstanding contrac- 
tual obligation of as much as $900 million — as some of the docu- 
ments we have indicate — we have more than enough legal author- 
ity to block that, so it will not be extended to Iraq at this point. 

Mr. Newcomb. At this time, that is correct. 

Mr. Hoagland. Thank you, Mr. Chairman. 

The Chairman. Thank you. 

Mr. Slattery. 

Mr. Slattery. Thank you, Mr. Chairman. 

First of all, I just wanted to make a very brief comment and just 
observe that, when we look back to relations with Iraq prior to 
August 2, there was clearly a great deal of confusion within this 
administration as to what our policy with Iraq with respect to 
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trade should in fact be. I think we need to be candid and honest 
about that. There was great division even within the Congress as to 
whether we should, for example, terminate the export enhance- 
ment program to Iraq. We had a vote on the floor of the House just 
several weeks prior to the invasion, and the administration at that 
time had taken the position that the export enhancement program 
should not be terminated; in other words, we should continue to 
use taxpayers’ money in this country to subsidize the sale of farm 
products, some of which were grown in my State, to Iraq. That was 
the administration policy. 

If we recall correctly, the fact is that Secretary Mosbacher over 
at the Commerce Department was haggling with the Department 
of Defense over what was really a security-sensitive item and what 
was not, and there was a great deal of disagreement. I think we 
should keep that in mind so that, as we look forward in dealing 
with this sort of problem, I would like to know from you — and I 
apologize for being late; I had another hearing I had to be at earli- 
er, but, just in hearing your comments and looking quickly over 
your testimony and studying it, there do not appear to be any sug- 
gestions on your part as to what can be done with respect to the 
Treasury Department to improve this situation in the future. 

Mr. Newcomb. Well, let me say 

Mr. Slattery. Is that your testimony? In other words, the status 
quo with respect to the Treasury Department is fine. There may 
have been a problem with the Commerce Department, and there 
may have been a dispute with the Department of Defense and the 
Commerce Department, and there may have been a dispute in the 
Department of Agriculture with respect to the export enhancement 
program; but, in terms of your responsibility over at the Treasury 
Department, all is well. Is that what you are telling us? 

Mr. Newcomb. No. I am not saying that. Let me say, I think 
right now we are in the process of coming out of Desert Storm. The 
U.N. has recently passed U.N. resolution 687. As you know, Kuwait 
was devastated. A lot is taking place. I think, in the context of the 
U.N. resolution, a lot of discussion will be had about where we go 
from here 

Mr. Slattery. Do you have any specific things that the Congress 
should do to improve the operation of the Treasury Department 
with respect to this problem that we are talking about? 

Mr. Newcomb. No. I have no specific congressional recommenda- 
tions. 

Mr. Slattery. So the status quo and the authority you have to 
do your job is adequate; that is what you are telling me. 

Mr. Newcomb. Yes. 

Mr. Slattery. Do you have any observations that you might like 
to share with us in terms of how we might deal with these prob- 
lems of the export enhancement program and some of the out- 
standing loan guarantees that the taxpayers in this country are 
going to be left holding the bag for? 

Mr. Newcomb. Congressman, I do not think I would have much 
to add to that debate, other than what is, certainly, within the 
province of this committee at this time. 

The Chairman. The time of the gentleman has expired. 

Mr. Slattery. Thank you. 
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The Chairman. Ms. Waters. 

Ms. Waters. Mr. Chairman, I do not have any extensive list of 
questions here. I, too, would like to apologize for being late to the 
committee. I had other obligations that I had to attend to. 

Let me just raise something so that I am clear. Your testimony 
here suggests that you really want to talk about what you do in 
relationship to the U.N. resolution that will dictate the terms of 
the peace settlement with Iraq. You are not here today really to 
talk about what happened in the past — is that correct? — the so- 
called secret Iraq technology procurement network, are you? 

Mr. Newcomb. I am not here to discuss any particular case that 
might have been ongoing by any other Federal agency. As far as 
the Iraq procurement network, we have recently identified a 
number of Specially Designated Nationals which qualify as having 
participated in a network, but it is not case-specific to anything 

Ms. Waters. Are you or anyone attempting to suggest that it 
was a secret and nobody knew about it? 

Mr. Newcomb. Yes. I think a great deal of it was covert. I think 
they were not saying, “We’re from Iraq, and this is where you 
come” if you want to deal with Iraq. 

Ms. Waters. And of course we are not sophisticated enough, nor 
do we have the resources, to do the kind of monitoring and investi- 
gation that would have led us to come to a conclusion? 

Mr. Newcomb. Well, let me say it was a secret to the world, not 
just to the United States. They were acting in a way that it would 
not have been readily apparent that they were acting as agents for 
Iraq. 

Ms. Waters. So I am to conclude, then, that it was a secret and 
that we do not know how to prevent these kinds of networks, but 
we are going to try. Is that what we hear today? 

Mr. Newcomb. Well, certainly what we are doing is exposing the 
one that exists, as far as 

Ms. Waters. After the fact. 

Mr. Newcomb. Well, I guess you could call it that. 

Ms. Waters. Well, then, if that is really what the testimony is 
all about, I suppose, Mr. Chairman, we should just get on with talk- 
ing about what is to be done for the future, even though I would 
not have a lot of confidence in it if I am being told at this point 
that, with all of our knowledge and talent and sophistication, coun- 
tries such as Iraq could elude all of our networks and be involved 
in this kind of secret technology procurement, then I will listen, 
but I just do not know what to think. 

Mr. Newcomb. Just for the record, let me say that, prior to 
August 2, we had no authority to begin collecting this information. 
We had no charge from the President; the emergency statutes had 
not been invoked. This may have existed; indeed, many of these 
companies have been in existence for a while — not all covert; cer- 
tainly some covert. Many were acting openly. But it was certainly 
not within the authority of the Treasury Department to begin 
acting in this manner prior to August 2. 

Ms. Waters. Well, let me just ask this, then: Did we know about 
it when Iraq was involved with the war with Iran? Did we know 
about these networks and support them? 

The Chairman. The time of the gentlelady has expired. 
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You may answer for the record if such is required, unless you 
can briefly answer it now. 

Mr. Newcomb. This information had not been compiled as it re- 
cently was. 

Ms. Waters. Thank you. 

Mr. Newcomb. Thank you. 

The Chairman. Mr. Newcomb, thank you again very much. You 
have been cooperative; you appeared here before. We are grateful 
to you. 

Some of the members will be submitting questions in writing, 
some of those that could not attend the hearing. They will be sub- 
mitted to you by the time you receive the transcript of this hear- 
ing. If they are timely, you, I am sure, will address those questions. 

Mr. Newcomb. Certainly. 

The Chairman. But thank you again very much. 

Mr. Newcomb. Thank you, Mr. Chairman. It is my pleasure, as 
always. 

The Chairman. Thank you, sir. 

The Chair will also remind members we have seven witnesses. If 
we proceed as listed on panels, I am afraid we will be here until 5 
p.m., so, in an effort to expedite and also give consideration to 
those that, through no fault of their own, are listed last as wit- 
nesses, we are going to invite all our friends — I want to thank in 
advance for having so cooperatively replied to our requests — to step 
forth and take your place. The little lady will have your name tags 
in front of the chairs. 

We will proceed, one at a time, and each one will testify. As you 
noticed, the question period has taken the time, so we will then ad- 
dress the questions to the members of the group as a collective 
group. 

First, Dr. Stephen D. Bryen, president of DeltaTech, Arlington, 
Virginia, and a former deputy under secretary of defense for trade 
security place, and an expert on U.S. export control process, and an 
authority on Iraqi efforts to obtain U.S. technology through the 
export licensing process; Mr. W. Seth Carus, a fellow of the Wash- 
ington Institute for Near East Policy, an expert on Iraqi efforts to 
procure missile, nuclear, chemical, and biological weapon technolo- 
gy; Mr. Ken Moore, engineering consultant, expert in dual-use 
technology as it applies to munitions plan construction. 

We have Mr. Jerry Kowalsky, president of CSI Technologies, San 
Marcos, California. Mr. Kowalsky indeed is an American hero. He 
received several awards for thwarting Iraqi efforts to obtain nucle- 
ar warhead detonators, alerting and working with the U.S. and 
U.K. customs services and the FBI on an undercover sting oper- 
ation to stop this traffic; Dr. Beurt R. SerVaas, president of Ser- 
Vaas Engineering of Indianapolis, Indiana. Dr. SerVaas will tell 
the story of how his firm was contacted by the main arm of the 
BNL-financed Iraqi procurement network operating in the U.S. 
Matrix-Churchill, Incorporated, of Solon, Ohio — Dr. SerVaas’s firm 
was the beneficiary of $40 million in BNL money that was used to 
start building a U.S. government-approved brass recycling plant 
near Baghdad. And Mr. A. Robert Abboud, chairman, U.S.-Iraq 
Business Forum and the director of the First City Bancorporation 
in Houston, Texas, an authority on U.S.-Iraq commercial and finan- 
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cial relations; and Mr. Marshall Wiley, president of the U.S.-Iraq 
Business Forum, founder of the U.S.-Iraq Business Forum, former 
U.S. diplomat and chief of the U.S. interests section at the Belgian 
embassy in Baghdad, prior to the normalization of U.S.-Iraq rela- 
tions in 1984. 

With that, let me advise that by no means is this to be interpret- 
ed that your remarks are to be considered in a less consequential 
or a more brief or abbreviated form. It is just a means of reducing 
the time-consuming aspects, which, as you were sitting here, you 
saw the question-and-answer period. If there is no objection, why 
don’t we introduce you in the manner in which I read your names, 
and that would be Dr. Bryen first. 

STATEMENT OF STEPHEN D. BRYEN, FORMER DEPUTY UNDER 
SECRETARY OF DEFENSE FOR TRADE SECURITY POLICY 

Mr. Bryen. Thank you, Mr. Chairman. I provided the committee 
with a statement, which you have. 

The Chairman. Yes. Will you yield to me? 

Mr. Bryen. Yes. 

The Chairman. I wanted to thank each and every one of you, be- 
cause you did submit your statements in ample time for us to 
review them. Those will be printed intact in the record at this 
point, as you submitted them to us. Then the transcript will cover 
your verbal presentation. 

Mr. Bryen. Thank you, Mr. Chairman. Since the statement has 
been submitted, I am not going to read it. I would rather just try to 
summarize it briefly for you. I understand your concern about 
time. 

You asked me to comment on U.S. export controls as they affect- 
ed Iraq during the time I served in the Reagan administration, 
which was 1981 until 1988, as deputy under secretary of defense for 
trade security policy. I would like to do that. 

You also asked me to comment about where we are now: what 
kind of system do we have now, and is it an adequate system? The 
answer to the second question is quite straightforward. We do not 
have a competent export control system today. It is a shambles, 
and it is getting worse, not better. The consequence is that extraor- 
dinarily sensitive exports of weapons technology can go from the 
United States, in many instances without export licenses at all. 
The entire regulatory operation in terms of export controls is hap- 
hazard. The rules are unclear and conflicting, and the system 
simply cannot function in an effective way. It is a candidate either 
for burial or reform, but, clearly, keeping the system the way it is 
will serve no goal other than to harass American companies. 

As far as what happened in the 1980’s, I have to take some ex- 
ception to the previous witness. There was a lot of knowledge about 
what Iraq was up to, and there were efforts made. Certainly, my 
department made strong efforts internally to try and turn around 
what we considered to be a highly dangerous export to Iraq of ma- 
terials and technology that we believed were going into Iraq’s un- 
conventional weapons programs. 

An unconventional weapon is a weapon of mass destruction, such 
as a chemical weapon, a biological weapon, a nuclear weapon, or 
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the delivery systems for those weapons. That is where our primary 
focus was. 

On numerous occasions — many, many cases — my staff and I per- 
sonally raised objections to export licenses with the Commerce De- 
partment; we also raised those objections at the level of the Nation- 
al Security Council. The fact of the matter is that, in most in- 
stances, the exports went ahead. In one case, in 1987, the National 
Security Council advised us in its own inimitable way that we 
should be “more forthcoming” and that we should approve some of 
the cases that we opposed. We opposed them because they were 
going into these weapons programs. 

The real truth is that what was going on was, the United States 
was in a big hurry to open up positive and good relations with Iraq. 
The keystone of that, I think, was trade. Therefore, any negative 
message from the likes of us that a certain transfer might be harm- 
ful was regarded as a setback to this thrust. The State Department, 
and particularly the Commerce Department, which was arranging 
trade fairs, including aerospace and other sensitive topics, did not 
want to be in the position of having to tell the Iraqi authorities, or 
Saddam Hussein himself, that a particular license had been turned 
down. Consequently, there was a lot of scheming; in many cases 
the Defense Department was cut out of the action altogether. 
Countless licenses were given, including licenses directly to the 
Iraqi military; as the list of Congressman Barnard’s committee 
shows, the end use in many cases was the Iraqi army, the Iraqi air 
force. Some of the equipment that went was pretty obnoxious — 
even equipment to repair rockets was licensed by the Commerce 
Department and concealed from the Defense Department. 

I think the whole essence of the situation is that, during the 
1980’s, we had a pro-Iraqi policy that we were following, that the 
regulatory effort failed and it failed for a lot of reasons, not the 
least of which is that it is pretty weak in the first place. It is fail- 
ing as we speak today. It will continue to fail because of the way 
the system is set up, the way it operates. It is ready-made to be in- 
operative. 

As far as nuclear nonproliferation, or proliferation of any kind of 
weapon of mass destruction, we are in grave risk, and we are at 
grave risk because the system simply cannot regulate these kinds 
of transactions. There is a story today, in the Los Angeles Times, 
about another case where a Commerce Department official, who 
turns out to be the same one who approved the CONSARC case, for 
high-temperature furnaces for Iraq’s nuclear program — the same 
official gave permission to a company in New Jersey to provide de- 
vices for missile separation to the Iraqis and told the company in 
New Jersey, “You do not even need a license for that” — a gross vio- 
lation, in my opinion, of the export laws, but so what? I mean, the 
fact is that the system that we have is the wrong system and it 
needs to be reformed. 

I think that is the essence of what I have to say, and I will be 
glad to answer questions further on. Thank you, Mr. Chairman. 

[The prepared statement of Mr. Bryen can be found in the appen- 
dix.] 

The Chairman. Thank you very much, Dr. Bryen. 
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Mr. Ken Moore — Well, actually, 1 beg your pardon. Mr. Carus. I 
don’t know why I jumped over that far. 

STATEMENT OF W. SETH CARUS 

Mr. Carus. Thank you, Mr. Chairman. 

The Chairman. We had three on this panel, so I beg your 
pardon. 

Mr. Carus. That’s quite all right. 

I guess those of us who have been following Iraqi proliferation 
are not used to getting attention, so we are used to being passed 
over, at least until recently. 

With your permission, I will do as the previous panelist did and 
just summarize some of the key points in my testimony. 

The Chairman. Very good. 

Mr. Carus. What I will try to do is talk about three specific 
issues: First, Iraqi proliferation, to provide some context for what 
happened with the BNL affair; second, some observations on the 
U.S. policy towards Iraq having to do with unconventional weap- 
ons; finally, some observations about the character of controlling 
such activities. 

It is important to realize that, while there are a lot of countries 
involved in proliferation, Iraq was unique in several important re- 
spects. I do not think there was a single Third World country that 
tried so hard to develop such a wide range of unconventional weap- 
ons capability so quickly. In some areas, it had one of the largest 
programs in the Third World. In other areas, it was just getting 
under way but clearly working toward similar capabilities. 

A second point is that, unlike many Third World countries, Iraq 
was trying to develop autonomous production capabilities. That 
means that, not only were they trying to make a finished product, 
but they were trying to make the components that went into the 
finished products, and in some cases were trying to go all the way 
back to manufacture the raw materials. This meant that it posed 
particular problems, different from those of some other kinds of 
countries. 

Finally, Iraq is ready and willing to use its unconventional weap- 
ons. There are very few Third World countries about which I would 
be as unambiguous as this, but we have ample evidence, both from 
the use of chemical weapons against the Kurds and also from the 
policies of the regime, that this is a country that could not be ex- 
pected to use responsibly, quote-unquote, such weapons. 

Now, in looking at the range of capabilities, I am just going to 
talk about the unconventional weapons programs, but it must be 
remembered, especially in the context of the BNL affair, that Iraq 
was also trying to develop advanced conventional weaponry. I sus- 
pect a tremendous amount of the money that was being used to 
buy military-related production hardware was in fact going into 
production of advanced conventional weaponry. 

However, in the nuclear area, what we find is, they had a nucle- 
ar program. This dates back to the 1970’s; it went somewhat inac- 
tive after the Israelis destroyed the Iraqi reactor in 1981, but in the 
late 1980’s it was resumed, using West German technology. There 
were efforts to produce centrifuges for making highly enriched ura- 
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nium, which would be used in bombs. This was primarily West 
German technology. There were efforts to get certain components 
from the United States — we will hear a little bit more about that, I 
understand, later on — but it was primarily a European focus for 
the Iraqis. 

A second area where the Iraqis were active was in chemical 
weapons technology. Iraq had the largest chemical weapons pro- 
gram in the Third World and in fact, because of the shutdown of 
production in the United States and the Soviet Union, they were 
the largest producer of chemical weapons in the world by the time 
Iraq invaded Kuwait. Again, this is production technology that 
came primarily from Europe. The Iraqis had production plants pro- 
vided with the assistance of West German companies. They used 
precursor chemicals, the chemicals to make the chemical weapons, 
acquired from all over the world, including the United States, but 
also Japan and European countries. However, because of export 
controls, the Iraqis were trying to make those precursors them- 
selves, and in fact were trying to go all the way back to the oil 
well, in terms of having an autonomous capability. 

Much the same could be said about biological and missile capa- 
bilities. The missile program, however, was somewhat more compli- 
cated, because of Iraq’s involvement in the so-called Condor pro- 
gram, which involved West German and Italian technology in con- 
junction with Argentina and Egypt. In addition, the Iraqis had a 
follow-on program, known as project 395, which was essentially 
going to develop similar types of missiles indigenously in Iraq, with 
technology from overseas. 

Associated with the missile program was the so-called Saad-16 
research and development complex, which was the recipient of 
much of the high-technology equipment provided from the United 
States. 

Now, in terms of looking at this activity in the context of U.S. 
policy, my own feeling is that it is a somewhat mixed picture. The 
United States was in fact probably the most active country in 
trying to control exports of supplies for unconventional weapons 
programs to Iraq. In the nuclear area, the United States appears to 
have taken an active lead in trying to develop cases to put a stop to 
acquisition efforts. In the chemical area, the United States was a 
founding member of the so-called Australia Group, which tried to 
prevent Iraq from getting precursors. In the missile area, the 
United States, through the Missile Technology Control Regime, 
took an active role against the Condor program. 

The complexity, however, of the U.S. position I think becomes 
more evident if you look at one of these areas, which was the 
chemical program. The United States did work actively against 
Iraq’s chemical program in several ways. We were involved in the 
Australia Group. We had domestic controls; there were several vig- 
orous prosecutions of American companies that supplied precursor 
chemicals to Iraq. And we had bilateral talks with friendly coun- 
tries that were providing support to the Iraqi program. Neverthe- 
less, as I said, it was a mixed picture. The United States never vig- 
orously protested use of chemical weapons the way we should have. 
We ignored the obligations that Iraq had under the Geneva proto- 
col not to use these weapons. Perhaps more to the point is that, 
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while we protested the activity of countries like West Germany in 
supporting these programs, we never really pushed the point exten- 
sively. 

Now, that gets me to my conclusions, and I will try to wrap up 
quickly. I think that several points can be made that are somewhat 
important. First, unconventional weapons programs cannot proceed 
without financial resources. It is expensive to develop such weap- 
ons. They are called poor man’s atomic bombs, but even a poor 
man’s atomic bomb is a lot of money. This is, I think, the real sig- 
nificance of the BNL affair. If Iraq had not been able to get finan- 
cial resources to support its activities, it probably would not have 
been able to do many of these things. 

Second, I do not think the main problem was a lack of laws; it 
was a lack of policy guidance. Whenever the United States did 
decide to proceed, we were able to do it very vigorously. The prob- 
lem was policies that were not consistently vigorous. 

Third, we have got to make sure that other countries are as vig- 
orous as we are. Typical is the problem of West Germany, which 
was a major figure in the Iraqi and which did not take enough 
steps to deal with, and which could be a problem again in the 
future. 

Finally, there are limits to what you can accomplish through 
export controls, simply because, as countries get more sophisticated 
in what they do, the range of products that they need becomes 
greater and greater, until they are basically acquiring the full ac- 
coutrements of an industrial society. It becomes difficult to sepa- 
rate what is a legitimate commercial activity from what will even- 
tually go into a nefarious production capability. 

With that, I will close my comments. Thank you, Mr. Chairman. 

[The prepared statement of Mr. Carus can be found in the appen- 
dix.] 

The Chairman. Thank you very much, Mr. Carus. 

I am going to recognize Mr. Annunzio for a unanimous consent 
request. 

Mr. Annunzio. I ask unanimous consent that I be given permis- 
sion to submit for the record four questions. 

The Chairman. Without objection, it is so ordered. 

Mr. Annunzio. Thank you. 

The Chairman. Mr. Annunzio has other responsibilities heading 
other subcommittees, so he will be excused for that purpose. 

Mr. Moore. 


STATEMENT OF KEN MOORE 

Mr. Moore. In line with the previous witnesses, I submitted a 
statement. I think, rather than go over it all, I will concentrate on 
the thing I was asked to focus on. 

The Chairman. All right, sir. Very well. 

Mr. Moore. Most of the equipment in use for production of am- 
munition and armaments around the world is not manufactured, 
originally, specifically for that purpose. It is adapted from commer- 
cial equipment. We forge shells, make airplane parts, and produce 
a lot of auxiliary pieces of equipment on the same machines that 
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are used for making bumpers for cars, plastic bottles for the phar- 
maceutical industry, and many other examples. 

One example of this: Just last week I was in a plant where every 
piece of equipment used in the plant was dedicated to the manufac- 
ture of military goods, and every individual piece of equipment 
there could have been purchased from the manufacturer’s catalogs. 
It is difficult to control the machinery, per se, even though in the 
International Traffic in Arms Regulations (the I.T.A.R.) there is a 
specific mention that machinery for the manufacture of ammuni- 
tion is covered by the export regulations. Very few people go out 
and buy, say, a forging press to make artillery projectiles. They 
will buy the press and normally design their own tooling, and it is 
the tooling that goes with these presses, which is the critical part. 
It is also the part that the country would normally either farm out 
to someone else or do themselves, if they were anticipating — or at- 
tempting — to cover up their ultimate objectives. 

I have given some examples in my testimony. Just to mention 
one — well, let me mention two. The centrifugal casting: There was 
a machine which we saw in the press, which was supposedly used 
to cast ductile iron sewer pipe. During World War II we made over 
100,000 artillery gun barrels on that same type of machine. Well 
over 100,000. There was also a machine, called a rotary forge, and, 
until this thing came up, I must admit that my only experience 
with rotary forging was in the use of manufacturing gun barrels. 
But these machines by themselves are sort of like automobiles; you 
use them for whatever end purpose you want. 

If I might go to the control aspect of this, it has been difficult, I 
think, to control the export of machinery when the mechanical en- 
gineering industry has been one of the mainstays of American in- 
dustry, and in fact fuels the West German economy with the sale 
of machinery for the production of metal parts and for chemical 
plants. I think our controls in the past have focused a great deal on 
three areas. One is keeping high technology out of Soviet hands, 
keeping munitions in general out of unfriendly hands, and a more 
recent focus on guided missile technology. We see, I think, a trade- 
off there of national trade interests and the health of the American 
machine industry versus foreign policy considerations and interna- 
tional competition — things I am not really qualified to address. 

The difficulty in controlling the equipment itself is that it is 
available from so many sources. Anything you can buy in the 
United States you can buy somewhere else. If someone is attempt- 
ing to export that equipment from the United States, if you’re an 
above-board nation like Pakistan, you come out with a tender 
saying, “We want to buy a press to forge projectiles”, and then the 
manufacturer or the export agent goes to the State Department 
and says, “We have a tender to export a forging press, and it is 
going to Pakistan”, and it may or may not be approved. 

But if you are engaged in a more complex build-up, the one we 
have seen so much in the press with BNL, you are going to farm 
that operation out to two, three, five, twenty different companies. 
The only way that is going to come to light is either through the 
monitoring of the letters of credit as they flow through the banks 
or of the — well, the licensing application process or the customs 
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declarations at the time of export. This becomes a monumental 
task, and I am not sure just how one goes about that. 

If I might, I would like to mention two other things. On the sub- 
ject of the chemical weapons, I had a situation last year where I 
was approached by a company in the United States which operates 
one of America’s own ammunition plants. They wanted a certain 
precursor chemical — is that the word? 

Mr. Carus. Yes. 

Mr. Moore. Required for the manufacture of one of our critical 
weapons systems. This was from the manufacturer who made the 
chemical itself and who loaded it into the weapons. At the bottom 
of their purchase order, in bold letters, it was stated this was not to 
be used for chemical weapons. I had to advise those people that we 
could not participate in a sale like that, because bringing in things 
like that would get our supplier in Europe in trouble, even though 
that particular chemical has many, many industrial uses, that par- 
ticular plant has only one use. 

I think that would conclude my summary, sir. 

[The prepared statement of Mr. Moore can be found in the ap- 
pendix.] 

The Chairman. Thank you very much, Mr. Moore. 

I wanted to emphasize to the colleagues that Mr. Moore append- 
ed to his testimony very excellent documentation that I would en- 
courage the members to study carefully. It stresses his statement 
today. 

Mr. Kowalsky. 

STATEMENT OF JERRY KOWALSKY 

Mr. Kowalsky. Yes. CSI is a manufacturer of custom-designed, 
high-voltage pulse capacitors, a highly specialized form of a capaci- 
tor and a critical component in the triggering system for a nuclear 
device. 

On September 6, 1988, I received a fax from our London agent 
transmitting an inquiry from a company called Euromac, acting for 
an Iraqi delegation. The technical specifications supplied exactly 
matched what I knew from prior experience to be that of a capaci- 
tor for a nuclear warhead trigger circuit. I immediately notified 
contacts at the CIA and Customs Service. As it was primarily an 
issue of export control, the CIA from then on was primarily pas- 
sive, as far as their participation. 

Special Agent Daniel Supnick of the Exodus program visited 
with me a day or two after I called him, and he requested that I 
quote a very good price, make an attractive proposal, and do every- 
thing possible to get a contract from Euromac. Thus, the sting was 
bom, which became known as Operation Quarry. 

A few months later, in November 1988, I met with Michael 
Hand, then the director of export sales for Euromac, in the offices 
of our representative in London. Hand went into great detail to im- 
press us with the importance of Euromac. He indicated that, 
during — and he also said that the Iraqi government was Euromac’s 
one and only customer. He claimed that Euromac, during the 
height of the Iranian-Iraqi war, had processed up to $1 billion per 
month of merchandise for the war effort, and even now — the war 
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had ended earlier in 1988 — he claimed that Euromac was still proc- 
essing up to $1 billion per year of material for Iraq. 

He went on to say that Euromac had offices in not only the U.K., 
but also in Italy and in New Jersey. To the best of my knowledge, 
our authorities have not uncovered the New Jersey operation. 

He explained that, while there was in his mind an official Iraqi 
procurement organization in the U.K. called TDG, whenever Iraq 
had a significant requirement, they went to Euromac rather than 
TDG. Much later, of course, it became public that TDG was a very 
major player in Iraq’s clandestine war procurement network. 

He went on to comment that Euromac had procured large quan- 
tities of explosion-proof switches from a California company called 
Custom Control Sensors. When I asked Hand who his customer in 
Iraq was for the capacitors, he replied, SORG. Actually, this is an 
Iraqi contraction for State Organization of ... . He also implied 
that Euromac’s managing director, Ali Daghir, was involved in 
many activities that Hand was not privy to and was in fact close to 
the highest levels of the Iraqi Government. 

Hand was not technically qualified, so, even though there were 
some residual technical questions, they were not answered at the 
meeting. In fact, all through this period of 18 months, there was 
technical discussion going back and forth between myself, Euro- 
mac, and in some cases the Iraqi Government. 

In April 1989, shortly after an article appeared in the Washing- 
ton Post speculating on the resurgence of Iraq’s nuclear weapons 
program, we received notification that Mike Hand had left Euro- 
mac and that the project was terminated. I called Hand at his 
home and learned that his replacement at Euromac was one Jean- 
ine Speckman, a French national, and that he, Hand, was now join- 
ing another export-import company. I called Speckman, and she 
told me she would be visiting Baghdad and would try to find out 
what was going on in regards to the capacitor program. 

Shortly after that, an independent effort by Iraq to obtain these 
capacitors from another San Diego company, Maxwell Laborato- 
ries, was stopped when Maxwell became suspicious and notified 
Customs that the shipment was upcoming. This order was from the 
Ministry of Higher Education. 

In July 1989, I received a fax from Speckman saying that, even 
though the program had been dead, she now had a contract from 
the Iraqis. She mentioned the name A1 Qaqaa as her customer. She 
suggested that, since there were still loose ends, we visit Baghdad. 
We said that was not practical, but we did arrange a meeting in 
London in September of that year. 

At the time, A1 Qaqaa meant nothing to me. Later it was re- 
vealed to be the site of a large, secret military research facility and 
the location of a huge explosion on August 17, 1989, that killed as 
many as 700 people, including Egyptian and perhaps North Korean 
technicians. It was also there that Farzad Bazoft, a reporter for the 
British newspaper, The Observer, and his driver, Daphne Parish, 
were arrested for alleged spying. Of course, as you know, Bazoft 
was later hung for that alleged spying. 

In September 1989, I flew to London and met with Agent Sup- 
nick, and we went to the hotel in London where the meeting had 
been arranged. At the hotel, we met first with Ali Daghir, the 
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managing director of Euromac, and Jeanine Speckman, then his 
sales manager. Shortly after that, we met with two Iraqi engineers, 
Karim Omran and Wallid Ahmad from A1 Qaqaa. 

Incidentally, when I asked them what A1 Qaqaa meant, they said 
it was named after a famous Iraqi and it was the location of their 
research facility. 

The meeting was held in the hotel’s restaurant and took about 2 
hours. Whenever a probing question was asked regarding the appli- 
cation, the Iraqis would lapse into Arabic and discuss between 
them before they would answer my question. A translation later 
had Ali Daghir saying, “You see, Americans are naive, stupid.” 

All capacitors had to meet military specifications for humidity, 
shock, and vibration. One had tighter specifications and was the 
one which we believed was intended for the nuclear detonator re- 
quirement. Regarding delivery, the Iraqis said the parts were ur- 
gently needed. My impression from their attitude was that Iraq’s 
nuclear program was more advanced than many Western experts 
had at that time speculated. A contract was signed calling for 15 of 
the less critical parts and 40 of the detonator capacitor. A total of 
$10,500 was involved, with delivery to be in 6 to 8 weeks. We were 
told the money was at that point resident in the Iraqi embassy in 
London. There was no mention of BNL. 

A long discussion regarding end use was finished when Ali 
Daghir said the parts would be used for air conditioners. He allud- 
ed during the discussions to having used this cover in prior trans- 
actions. Further, Daghir, an Iraqi national, said, “We don’t want to 
include a single dollar for us. I am an English company, but I am 
an Iraqi national. If I profit my country, it is for me a profit.” 

As the meeting adjourned, I was asked by Daghir if CSI would be 
willing to supply a turnkey capacitor plant in Iraq, substantiating 
rumors regarding Iraq’s goal of independence from Western suppli- 
ers. 

By coincidence, while I was in London, I received a totally differ- 
ent inquiry from a different front, a company called TMI. The in- 
quiry was for the exact same capacitor that we had been ap- 
proached for earlier by Euromac. As it turned out, nothing devel- 
oped from this inquiry because the manager-director of TMI short- 
ly afterwards was involved in a serious automobile accident. 

In September, right after I got back from London, I received a 
fax saying the Iraqis wanted to come to the United States to wit- 
ness the testing of the capacitors. We also believe they wanted to 
get a tour through the plant in order to gain background for devel- 
oping their own plant. 'Die manufacture of the parts was completed 
on January 3, and on January 11 we received a telex from A1 
Qaqaa, saying the engineers would not visit us and again asking 
whether we could come to Baghdad to discuss several different 
projects they had in mind. 

An end user certificate arrived February 6 from the School of 
Applied Sciences, University of Baghdad, saying the parts were for 
the sole use of a CO-2 laser system. So we had now gone through 
the air conditioning cover, and we were now on a CO-2 laser cover. 
We had gone from the Ministry of Industry now to the Ministry of 
Higher Education. 
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On March 13, we were authorized to ship the parts to Euromac 
in London. A few days earlier, a duplicate set of disabled parts had 
been shipped to British customs. On March 19, the operational 
parts left L.A., arriving at Heathrow on the March 20. After clear- 
ing British customs, a Euromac employee picked them up and then 
delivered them to Iraqi Airlines on March 28. An attempt was 
made to load the parts aboard the Baghdad flight. The shipment 
was confiscated, and Euromac conspirators were arrested. Their 
trial is now scheduled for April 22 in London. Omar Latif, the Iraqi 
airlines station agent, who was believed to be in charge of the Iraqi 
spy network in England, was immediately expelled. 

“Invisible Superpower” is the title of an article published in the 
June, 1990, issue of Seapower. The article continues, “The cold war 
may indeed be over, but another war has already started. It is a 
war waged in the shadows, by enemies already unseen and often 
unknown.” “The proliferation of nuclear, chemical, and biological 
weapons, and of sophisticated guidance systems for these weapons, 
is creating a number of incipient Third World superpowers capable 
of conducting military operations on a scale previously reserved for 
the United States, the Soviet Union, and their closest industrial 
allies. By the end of this decade, a major conflict involving Brazil, 
Iraq, Pakistan, South Africa, Taiwan, or Turkey would risk signifi- 
cant, and possibly nuclear, proliferation.” 

Scientific American, August, 1990, “Third World Ballistic Mis- 
siles”: “The spread of strategic weapons to unstable regions greatly 
increases the likelihood that they will be used. We cannot reverse 
the process, and so must learn to manage its consequences.” In 
chilling detail, the article describes the missile programs of 13 
Third World countries, including Iraq, Syria, Libya, and Iran. 
Clearly, the genie is out of the bottle, and the best that can be 
hoped for is a slowing down of further proliferation of weapons of 
mass destruction. As the United States is still the world leader in 
many areas of military high technology, U.S. export control proce- 
dures are a vital element in maintaining world peace. 

I will make a brief comment on what Dr. Bryen said earlier re- 
garding another incident. In November 1990, while in Germany, I 
was approached by an American engineer, and he told me how he 
had actively sought and obtained an order from Iraq after a British 
company turned down the order for precision electronic parts that 
could have improved the accuracy of Iraq’s ballistic missiles. He 
had advised representatives of the Department of Commerce and 
State of the contract. He didn’t mention the fact that these devices 
were going to be used at 350,000 feet, something which is clearly 
inappropriate for a device for an electric utility. However, he did 
not point blank hit them on the head and say, Hey, these are going 
to be in the ballistic missiles, and you guys are not very bright if 
you approve their sale. This points out the problem with the whole 
enforcement arrangement. The laws and regulations controlling ex- 
ports are reasonable; unfortunately, the fine line between stopping 
illegal exports while promoting legitimate exports makes enforce- 
ment very difficult. 

I do want to add that, through my involvement with the sting, 
performance of all U.S. Customs agents and British agents whom I 
contacted was exemplary. In particular, the determination and 
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skill of Special Agent Daniel Supnick was vital to the successful 
conclusion of the sting. 

Frequently, businessmen will not ask questions whose answers 
might block a sale. The division of responsibility among the Cus- 
toms Service, Commerce, State, and Defense highly complicates the 
process. At the same time, dual uses of a given product makes it 
difficult for export control authorities to exercise independent 
judgement. In many cases, the government cannot afford to have a 
staff of technical experts qualified to make these judgements. Per- 
haps a group of retired professionals would be useful, along the 
lines of the SBA’s Score group, who are there to help small busi- 
nesses. There is also a problem in keeping all U.S. businesses ac- 
tively exporting informed with U.S. export regulations. While they 
are thorough, they do not make easy reading. Virtually all indus- 
tries have trade organizations, such as the EIA and American Elec- 
tronics Association, who would gladly assist the government by 
keeping their members informed of current policy, if the govern- 
ment worked with him. 

I believe recent events have given the United States an unusual 
opportunity to promote worldwide arms reduction, which we 
should not let pass. To be successful, we need a multi-faceted ap- 
proach aimed at cutting off both the supply and demand for weap- 
ons of mass destruction. The basic elements should be completion 
of our ongoing disarmament negotiations with Russia, promotion of 
regional agreements to reduce the perceived need by Third World 
nations for offensive armaments, the development of incentives to 
reduce the attractiveness of armaments as a vehicle for earning 
hard currency. 

Clearly, as the United States, U.S.S.R., Great Britain, France, 
and China are the major suppliers of armaments, any meaningful 
disarmament must have their agreement on a coordinated plan of 
action. While many Third World countries can barely feed their 
population, their limited resources are wasted on non-needed arma- 
ments. Ballistic missiles are looked upon as status symbols of na- 
tional manhood in many nations. Others consider their weapons 
factories to be primary sources of exports to gain hard currencies. 
A coordinated effort amongst the major powers is necessary to 
change this unfortunate pattern. The use of foreign aid preferen- 
tial trade arrangements by major powers could be used as incen- 
tives to wean Third World countries from weapons production. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Kowalsky can be found in the 
appendix.] 

The Chairman. Thank you very much, Mr. Kowalsky. 

I will remind that your statements are going to be printed in the 
record, and as in the case of Mr. Moore, that includes all of your 
supporting documentation. 

Dr. SerVaas. 

STATEMENT OF DR. BEURT R. SERVAAS 

Mr. SerVaas. Mr. Chairman, it’s a pleasure to be before this 
body this morning. 
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I have a letter from the chairman which asked me if I would 
answer today, if possible, eight questions, and those questions con- 
cerned the building of a refinery in Iraq to refine scrap glass and 
copper, questions about the Matrix-Churchill Company, the Banca 
Nazionale del Lavoro, whether or not we detected any criminal ac- 
tivity in that institution. 

He asked me also — because I was, during World War II and for 
sometime thereafter, a member of the intelligence communities of 
the United States, you asked me for my opinion on Iraqi intelli- 
gence, on why I thought Saddam invaded Kuwait, and what I 
thought future U.S.-Iraqi relations should be. 

I was early taught by the British, beginning in World War II, 
that in th,e intelligence business, you first have to determine the 
reliability of your source; then, of course, follows the analysis and 
then the evaluation, which this committee is doing. 

So, I will just try to put myself in some context for my appear- 
ance today. 

I am a native of Indianapolis. I have lived there all my life. I am 
trained as a medical scientist. In my adult life, I have been an in- 
dustrialist, a publisher, for 30 years a member of the Indianapolis 
City Council and President since 1975. 

Among my various manufacturing entities is a company called 
Bridgeport Brass. It’s called Bridgeport Brass because it was origi- 
nally started in Bridgeport, Connecticut, but a plant was built, a 
very large plant, a million square feet, in Indianapolis, and that is 
the Bridgeport to which I refer in our original contacts with the 
Iraqis. 

This plant is entirely in civilian production, has no military pro- 
duction or capabilities. We employ about 1,000 people there. 

In the late winter of 1987 and the early part of 1988, we were 
contacted at Bridgeport, our plant manager was, by a company 
called the Matrix-Churchill Company of Cleveland, and they 
wanted to know if they could come over and visit our plant. They 
said they had a client who was interested in building a facility in 
their country. 

As many industrialists are prone to do, we wanted to understand 
better who this client was, the Matrix-Churchill Company, so we 
got a Dunn and Bradstreet report on that company, and I did in- 
clude with my written remarks, Mr. Chairman, a copy of that 
Dunn and Bradstreet report. 

That Dunn and Bradstreet report showed that the American sub- 
sidiary of Matrix-Churchill was established in 1967, did about $7 
million in business a year, had British subjects as listed officers of 
the company, and listed as their parent company a company in 
England, in Birmingham, which was called the TI Group, PLC, es- 
tablished in 1919 with 100 subsidiaries. 

It seemed to us to be a responsible English firm. There were no 
others listed except British subjects. It seemed to us to be a respon- 
sible English firm. 

They did say — they did come to the plant for a visit, and they 
said that their client was Iraq, and they said Iraq was interested in 
building a brass plant in Iraq, didn’t give us the exact location. 

The war was still on with Iran, and we were not quite sure exact- 
ly what this client really wanted, and so, after another visit by 
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Matrix-Churchill, we agreed to send our chief engineer and a con- 
sultant to Iraq to see exactly what it was that the Iraqi client 
wanted. 

You can imagine our surprise when we got there and found that 
the Iraqis had been building for about 4 years a brass plant, a com- 
plete brass plant. They could make sheet and tube and rod and 
plate, and it was being built for them by the Austrians with some 
help from Polish engineers. 

We couldn’t imagine what they wanted with another brass plant, 
and so, when we came back, our people came back to the United 
States, there was some considerable doubt in our mind as to what 
this inquiry was all about. 

We thought that it was simply a blind alley, but with the cease- 
fire that took place in August 1988, we were again contacted by the 
Matrix-Churchill people to say that what the Iraqis really wanted 
was a refinery. 

Now that peace was coming, they wanted to take several hun- 
dred million dollars worth of spent shells, artillery shells, with a 
lot of copper cable that had been scrapped over the years — Iraq 
had no such facilities such as this — and together with a lot of other 
scrap that came from automotive, since they used copper and brass 
where we in this country use aluminum. 

Now, the people who contacted us are from Cleveland. One was 
an engineer named Mr. Sam Naman, who is an Iraqi, and another 
Matrix-Churchill contacted us from England, Mr. Al-Habobi, who 
also was technically informed. 

The people we talked to in Coventry in England seemed also to 
be competent people, engineering-wise. The Matrix-Churchill Com- 
pany is advertised as an engineering and machine-tool company. 

Our engineers did, at the request of Matrix Churchill, design 
what we thought could be such a facility, that could handle some 
substantial production through a 5- to 7-year period. 

The negotiations took place — were held both in the United States 
and Iraq in a place called Felugia. It was about 100 kilometers 
from Baghdad, pretty much in the desert. And the name of the fac- 
tory manager that we dealt with over there was a Mr. Farouk. He 
was also an educated engineer. Most of the people we dealt with in 
Iraq were engineers, construction people. 

After we designed this plant and came to some understanding of 
what it might cost, we entered into a tentative agreement with the 
Ministry of Industry. Iraq is a Socialist state and productive enter- 
prises are owned by the government. 

When August 2 came, we were in the 19th month of a 30-month 
contract to build the plant. We did not build the factory itself. The 
factory proper, which was a large building, was built by what 
would, in our country, be called the Iraqi Army Engineers. The 
Iraqi Army Engineers has a very peculiar name, called Project 112, 
an odd name. 

And so on August 2, we were in the 19th month of our contract. 
We had only two men over there on that date. Not much happens 
in the heat of the Iraqi summer. Temperatures get very hot, so hot 
you can’t touch a piece of metal. So we had just two men there. 
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The facility was without a roof. We had all of the equipment 
there. All of the equipment had been shipped and most had arrived 
by August 2. 

Our Iraqi facility had only one purpose, and that was to refine 
and furnish brass ingots, sort of, I would say, demilitarizing — de- 
militarizing the Iraqi brass. The Iraqis use an old technique of 
hardening their brass. They contaminate it with silicon, an old 
technique that’s not really used anymore in the West. 

If you want to make more shells, you can just melt down the old 
shells, but the old shells have no commercial value, because the 
metal is too hard and can’t be machined. 

And so what they wanted us to do was to build this refinery to 
remove silicon, but they had some doubts about whether we could 
do that. Years ago, Bridgeport had done that, because in the early 
days of Bridgeport — and this is a very old company — there was sili- 
con contamination, and so we learned how to do it, but since it was 
an old technology, nobody did it anymore. 

We did show the Iraqis in the laboratory that we could do that. 
They brought some samples over. But they were still skeptical. So 
we asked them to bring over 5 tons of spent shells that were 
crushed and compacted. We would fire up a section of one of our 
old refineries and see if we could refine this 5 tons of scrap; which 
we did. That scrap, when it was refined, did meet the specifications 
that the Iraqis wanted, which would come within what’s called 
commercial ASTM and DIN specifications, which means that it 
could be used anywhere in the world for commercial brass produc- 
tion. 

In looking back, I think we can both doubt and confirm that 
when the Iraq-Iran War was over, there were many people in Iraq 
that thought there was going to be peace. Certainly a lot of the 
young Iraq soldiers being demobilized, and getting married, that I 
saw over there thought there was going to be peace, and so did a 
lot of other people. They thought there was going to be peace. Ev- 
erybody said there was going to be peace. Everybody said they were 
going to rebuild the country, and a lot of people believed it. I be- 
lieved that, too. 

But the questions that you have raised do not allow me to dwell 
upon this phase of it, except to say that, with one exception, our 
plan was going ahead on schedule. And that one exception was 
that, inexplicably, in the spring of 1990, the Ministry of Industry 
began to falter on their construction, and for another inexplicable 
reason, they did not — they were not successful in putting the roof 
on, in getting the struts to put the roof on. They could have or- 
dered them from Belgium, from Italy, from Poland. They said they 
didn’t have the money. 

I said, well, this whole thing is being held up; perhaps, and it’s 
not a big expense, we’ll just loan you the money, and you give us 
collateral with ingots that we produce after the factory is finished. 
They did not accept that offer. 

In hindsight, I can be led to believe that maybe a decision was 
made not to finish this factory on time. 

The chairman has asked me about the Banca Nazionale del 
Lavoro. 
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You know if you’re sitting in Indianapolis and somebody wants 
you to build a factory in the middle of the desert in a country 
which you’ve never visited before, you begin to wonder how you’re 
going to get paid, because the risk of this enterprise was entirely 
ours. 

I noticed in some of the notes that came to me from your com- 
mittee that there was a thought that we had borrowed some money 
from Banca Nazionale del Lavoro. Not one penny. We borrowed no 
money at any time from BNL. 

Our factory was entirely financed by us. The risks were ours. We 
did ask the Central Bank of Iraq to confirm their irrevocable letter 
of credit with a bank rated B or better, which would be a major 
bank in a major city of the United States, that had a branch or a 
bank in the United States. We didn’t say what bank. We just said 
that they had to be B or better, and had to have a bank in the 
United States. 

We were then advised by the Iraqis that that bank would be the 
Banca Nazionale del Lavoro. We’d never heard of that bank before. 
We looked into it and we found it was the biggest bank in Italy, 
really a government bank, that it had two banks in the United 
States. 

We found that many big American companies were doing busi- 
ness with this bank. We were in fact called by this bank from their 
Atlanta branch and they told us that the Central Bank of Iraq had 
issued an irrevocable letter of credit and that they were being 
asked to confirm it. This was in accordance with our contract. They 
also said that they, the bank, had looked into our records — that 
they would confirm it. 

We sent someone down to Atlanta to look this bank over and the 
Atlanta bank official told us the business that they were doing 
with many American companies and many large grain companies. 
After our investigation of the Italian parent, there seemed to be no 
question that this was a responsible, respectable bank. 

I want to say that during the entire time of this contract, when 
we submitted invoices for equipment shipped, there was no delay in 
making our payments. Then one day, like everyone else, we heard, 
we saw in the newspapers that there had been a defalcation in this 
bank. 

Now I am a Director of a large bank, have been for many years. 
I know that Directors are not bankers but they do know a lot of 
bankers and they know bank procedures. We have defalcations in 
our bank. We have defalcations. We have loan officers that make 
bad loans, that make loans for kickbacks. They are found out, usu- 
ally always. They are dismissed, often prosecuted; so it happens in 
all banks that trusted bank officials go wrong, so it didn’t at first 
concern us. We thought, well, this is a defalcation and it will be 
cleared up. But as the investigation began to unroll, planeloads of 
auditors came over from Rome, so we were told, and operations in 
Banca del Lavoro shut down and nobody got paid. We didn’t get 
paid for several months. 

At the end of the auditors investigation we were told by Atlanta 
that any further invoices we had would have to be cleared by 
Rome. 
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Subsequently, Rome decided, after looking at our contract, our 
letter of credit, that everything was in order, that we had per- 
formed exactly as the letter of credit had requested and they con- 
tinued then, Banca Nazionale del Lavoro continued then to pay our 
invoices after the investigation had been cleared up find normal 
business, you might say, was resumed. 

Mr. Chairman, as you may recall, there was a great deal of dis- 
cussion between the government of Iraq and the government of 
Italy about what their relations were, and were going to be after 
the investigation and disclosures. That discussion took many 
months, but even during those discussions, our invoices were paid, 
and so I do believe, Mr. Chairman, that all parties found our con- 
tract to be in order. 

Officials here in Washington, particularly in the Department of 
Commerce, knew exactly what we were domg, all of the equipment 
we were sending over, even the furnaces which generate a top heat 
of 1,200 degrees centigrade, far under any level of heat that would 
be used for military exotic metals; so we feel that although the 
Banca Nazionale del Lavoro scandal came and went, that in the 
aftermath, we had normal commercial relations with this BNL and 
as far as I know always have had. 

You ask if we noted any criminal activity in our contact with 
them. I can assure you, sir, without qualification that at no time 
did we note any activity that could be even in hindsight be termed 
criminal or subject to thought in that line. 

I think our relations with this bank were — how should I term 
that? — were business-like at all times and still are. 

You asked me briefly to answer the question on Iraqi intelli- 
gence. As I say, I was trained by the British. I served for many 
years in American intelligence during the war and after the war 
and much of the time in the Far East, and I served for some years 
as chairman of the Foreign Relations Commission of the American 
Legion and I am interested in and have always been involved in 
foreign affairs, so that subject interests me and so does the efforts 
of nations to inform themselves. 

I can say, Mr. Chairman, I have no personal knowledge at all of 
Iraqi intelligence or how it worked. We were treated well when we 
were in Iraq. We were dealing with technical people, engineering 
people. Our people were technical engineering people. I met April 
Glaspie, the Ambassador, on several occasions. My son Paul, an en- 
gineer, also knew Ms. Glaspie and was frequently a visitor at the 
embassy. 

We informed the military attache exactly what we were doing, 
invited him to come out to see it, but he was unfortunately unable 
to leave Baghdad. We also dealt with the commercial attache on 
numerous occasions and were at the embassy on numerous occa- 
sions, so the U.S. personnel there were well acquainted with what 
we were doing, what our objectives were as well all the folks at the 
Department of Commerce and I’m sure they also checked with De- 
fense before they gave us a clearance. 

Last, Mr. Chairman, you asked me two questions. 

You wanted to know my opinion as to why Saddam invaded 
Kuwait. Well, there were reasons, some of which you have heard 
from panel members and that you have heard, Mr. Chairman, from 
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many much more qualified to comment than I, on Saddam’s per- 
sonality and his plans for himself and for his country. In simple 
terms, I think he invaded Iraq — I mean he invaded Kuwait simply 
because he was broke, completely, irrevocably broke, to the extent 
he couldn’t get credit. 

The scandal with Italy really damaged the last credit he had. He 
couldn’t get any credit from anyone. All sources were closed. As a 
matter of fact, I don’t think he could even afford to keep paying his 
army and when you’re a dictator and you can’t pay the army and 
you can’t pay your bills you think of something desperate. I think 
his invasion of Kuwait was a reflex action. I think it had some 
planning but not much. 

I think he just decided to loot it and to stop paying his bills, 
which he did, and to take the consequences, so I think it was a 
mindless act. I think it was an impulsive act, a reckless act, a 
reflex act of a desperate man who thought he had no other way to 
turn. 

Last, Mr. Chairman, you asked me about what I thought of 
future U.S.-Iraq relations. 

In the Middle East, those of us who have looked at their history 
know that there were many centuries, starting early with the 
Egyptians then with the Arab legions, then many centuries under 
the Ottoman Empire. During all this time, there was always a 
mighty sultan somewhere in the Middle East who would settle all 
territorial disputes and insurrections. 

When the last conquerors of the Middle East, the Europeans, de- 
parted after World War II, they left part of the Middle East in the 
image of some of their colonies and other nations, like Iraq, they, 
the British, constructed from remnants of the Ottoman Empire. It 
was not a “real” nation. But there was also not any supreme 
sultan to put down the insurrections until recently, when Mr. Bush 
did form a coalition to replace the sultans who used to put these 
insurrections down, and the rest is history. 

I do not believe that peace can be imposed on the Middle East. I 
do think, however, that a nucleus of the present coalition can be 
retained in which we could be a part. 

That nucleus could be part of a future coalition should a new in- 
surrection or territorial dispute arise, but I do not foresee that 
peace can be imposed upon the Middle East from the top because 
there is no universal sultan to cope with trouble in the area. 

Mr. Chairman, I realize that I talked longer them the other pan- 
elists, but because, Mr. Chairman, you gave me those questions to 
answer, I did file a 14-page report with you. 

First, I knew I could not read such a long report; then I made a 
shorter summary, but that was also too long, and I ask your for- 
giveness and indulgence at the length of these ad lib remarks. 

[The prepared statement of Beurt R. SerVaas can be found in the 
appendix.] 

The Chairman. No, I think you did have that. I asked the staff 
to double check. I think some of those questions kind of slipped by 
me. 

I think that two or three of those actually were not pertinent, 
but nevertheless, you have addressed them very well and accurate- 
ly, and we appreciate your testimony. It will be presented as you 
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gave it to us in written form, and of course, the transcript will 
follow of the verbal presentation, but thank you very much, Dr. 
SerVaas. It has been enlightening. 

Mr. Abboud, thank you again for cooperating. You were our wit- 
ness in Houston last June, and we expressed our gratitude then. It 
was very pertinent testimony. 

As you know, we were at the threshold of what turned out to be 
the full-blown credit crunch, and we were trying to get some grass- 
roots, and you were there, and you also answered very promptly 
our request on this occasion. So, we are very grateful to you, and 
you may proceed as you deem best. 

We want to thank you for your testimony, too. We got all of 
these in time to study them and review them before the hearing. 

STATEMENT OF A. ROBERT ABBOUD 

Mr. Abboud. Thank you very much, Mr. Chairman and members 
of the committee. I am very pleased to be here today and to be able 
to respond to this invitation. 

I know that the purpose of the inquiry here and the hearing is 
really to examine the relationship between the Atlanta branch of 
Banca Nazionale del Lavoro and Iraq, and I cannot contribute di- 
rectly to that inquiry, because I have no personal knowledge of 
that relationship. 

However, in your April letter to me, you posed several questions 
regarding U.S.-Iraq commercial and financial relations, and I am 
honored to share my perspective on that topic with the committee 
today. 

I have been a consistent supporter of President Bush’s policies in 
the Gulf. I have had an opportunity to meet with the President 
twice since the August invasion. No question, what Saddam Hus- 
sein did was wrong, it was criminal, it was unjustifiable. 

I do not know why Saddam Hussein invaded Kuwait. Having met 
with him only once, I would not care to attempt to analyze his rea- 
soning or his motivations. 

Suffice it to say that he did miscalculate badly. He underestimat- 
ed the strength of President Bush. He underestimated the will of 
the American people, and he underestimated the manner in which 
political disagreements are put to the side when our troops face 
enemy forces abroad. 

I would like to review with you, if I may, Mr. Chairman, my role 
in fostering international trade. As an individual and as a banker, 
I have long felt that international trade contributes to worldwide 
prosperity and tends to lessen tensions among nations. Over the 
years, I have traveled to scores of countries in pursuit of this objec- 
tive. 

The committee is concentrating its review today on trade with 
Iraq, a country with which the U.S. Government reestablished dip- 
lomatic relations in 1984. 

As has been discussed today, ambassadors were exchanged, offi- 
cial trade credits were provided by the Department of Agriculture 
through the CCC, by the Export-Import Bank of the United States, 
but because the United States had not had diplomatic relations 
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with Iraq for many years, most American businesses did not know 
the country or have an avenue to research business opportunities. 

Although chairing the U.S.-Iraq Business Forum was not a full- 
time or paid position for me, it was an opportunity to work with a 
premier group of U.S. companies, large and small, with an interest 
in developing the trade ties which the U.S. Government had en- 
dorsed, which it had initiated through programs, it had initiated 
through trade fairs, and had the direct encouragement of the U.S. 
Department of State and the Department of Commerce. 

I have only been to Iraq on one occasion since Saddam Hussein 
became Iraq’s leader. I have traveled to Iraq since 1960. 1 was there 
for 3 days from June 6 through June 8, 1989, as part of a group of 
prominent business leaders who are members of the Business 
Forum. 

During that visit, the group had briefings by the U.S. Embassy 
staff who expressed a strong desire for the U.S. firms represented 
on the trip to participate in the upcoming trade fair in Baghdad. 
Our group met with several Cabinet members and bankers, virtual- 
ly the entire delegation attended all the meeting which were held 
in conference rooms at the various Ministries, so there was no pri- 
vate discussion of First City business. 

We met with President Saddam Hussein on our final evening in 
Baghdad, in the company of U.S. Ambassador April Glaspie. To my 
knowledge, Mr. Chairman, that was the first occasion on which the 
Ambassador met President Saddam Hussein. 

I’d like to digress just briefly now from my formal statement to 
add some additional comment with regard to the meeting with 
Saddam Hussein. As the spokesman for the Business Forum, I 
began the meeting by informing President Hussein and his assem- 
bled cabinet officials, that the combined sales of the companies in 
the meeting would exceed $500 billion, and if incorporated into a 
separate country, would rank third in the free world after the 
United States and Japan, in terms of gross national product. 

So, these were companies that had very substantial activities on 
a global basis. Like our earlier meetings with other Iraqi officials, 
our discussion focused on Iraq’s need to rebuild its civilian econo- 
my and its financial standing in the world community which had 
been devastated by 8 years of weir with Iran. There was no talk of 
military requirements, but on developing agricultural and energy 
resources. 

I was direct and blunt with the President, much to the evident 
discomfort of some of the Iraqi cabinet ministers in attendance. As 
you know, most people in Iraq don’t speak up to the President. I 
told President Hussein that if Iraq wanted to attract capital to de- 
velop its resources, Iraq would have to play by the established rules 
of international trade. 

This meant providing the West with basic financial information 
regarding the structure of the Iraqi economy, particularly with 
regard to the requirements of the IMF. President Hussein and I 
disagreed on this point and many others. 

It was an adversarial meeting. It was obvious to me from this ex- 
change that he had a very parochial perspective on international 
trade. Even more, he had a very parochial perspective on how the 
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world operated and what the proper conduct might be in the inter- 
national financial community. 

Concerning the BNL scandal, as I mentioned at the outset of my 
remarks, I cannot add to what the committee already knows. First 
City had no dealings whatsoever with BNL related to Iraq. I have 
not met with BNL officials, either in my capacity with the Business 
Forum, or as Chairman of First City. 

None of my staff has met with him. Neither I nor my staff has 
spoken to BNL-Atlanta or BNL-Rome concerning any BNL loan to 
Iraq. In fact, the extent of First City’s contacts with BNL, directly 
or indirectly, have been the following: 

One; a phone call from Mr. Drugoul’s secretary to the effect that 
Mr. Drugoul was or would be in town and would like to stop by the 
bank to meet me. He never stopped by and we never heard any- 
thing more about it. 

Two; a telex from a Jordanian businessman that two Iraqi Gov- 
ernment officials would be in the United States and would like to 
meet bank representatives to discuss, among other things, whether 
First City would be interested in participating as a lender in the 
creation of an Iraqi industrial fund with BNL. 

No meeting occurred and no bank employee communicated with 
the Iraqi officials, with BNL employees or with the Jordanian, 
Wafai Dajani, concerning the concept. I was not a party to either of 
these two communications. 

I understand that BNL was an active user of the U.S. Govern- 
ment’s export programs for Iraq. I have no knowledge of whether 
they made proper use of these programs or not. Like most Ameri- 
cans, including the Congress, I learned through press reports about 
the billions of dollars in additional loans which BNL made avail- 
able, illegally, to Iraq, and obviously, such activities must have a 
chilling effect on the relations between our two countries which 
was still on friendly terms at that time. 

As to the. effect on the CCC and Exim Programs, undoubtedly, 
there has been a high level of scrutiny of the underlying oper- 
ations. BNLs activities should not, in my judgment, deter the cre- 
ation of programs designed to improve export opportunities for 
American farmers and exporters of non-military products. 

I dearly hope, Mr. Chairman, that we do not in any way recede 
from our commitment to developing foreign trade. 

First City, during my years as chairman, was dedicated to meet- 
ing the trade finance needs of our customers. We worked with cor- 
respondent banks around the world to open up trade opportunities 
for farmers, for small business, for industrial and energy custom- 
ers. 

As you know, Mr. Chairman, international trade is fundamental 
to the prosperity of Texas. With leading ports in Houston, Galves- 
ton, Corpus Christi, as well as the border cities with Mexico, Texas 
enjoys some $50 billion a year in international trade out of a gross 
State product of about $325 billion. One out of every eight manu- 
facturing jobs comes from exports, and in agricultural exports, we 
rank first in cotton, second in rice, and third in wheat in the 
United States. A large Texas bank would naturally finance its cus- 
tomers’ trade. 
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During the late 1980’s, Iraq was the leading trading partner of 
the Port of Houston — the number one trading partner of the Port 
of Houston — principally as a result of the export of agricultural 
products and the import of crude oil. We financed the sale of agri- 
cultural products to Iraq exclusively through the CCC program. 
The U.S. Department of Agriculture not only guarantees these ex- 
ports; it originates the business with the importing country and al- 
locates that by individual products. 

The CCC concludes its arrangements on a government-to-govem- 
ment basis. Then the importing country makes its purchase ar- 
rangements. Banks come into the picture after these negotiations 
have been concluded. 

First City committed to confirm and negotiate up to $50 million 
of these American agricultural exports on the basis that it was 
good for our customers and that our principal risk would capped at 
$1 million because of CCCs 98 percent guarantee. We felt that this 
was a prudent, not excessive, and appropriate for our size and the 
needs of our customers. The money never left the United States. 
Most of the goods left through the Port of Houston. We paid the 
American exporter directly. 

These transactions were on the basis of confirming commercial 
letters of credit made in the normal course of business, subject to 
the CCC guarantee on each and every transaction in advance. 

We made no other export loans to Iraq, none through the Exim 
Bank, none for our own account. 

At the request of our domestic energy customers, we issued 
import letters of credit for their purchases of Iraqi crude. In these 
transactions, the credit risk is that of the importer, major interna- 
tional oil companies. None was on the books at the time of the in- 
vasion. 

The Central Bank of Iraq and Rafidain Bank, the commercial 
bank which issued the agricultural letters of credit, kept short- 
term deposits with First City and occasionally did foreign exchange 
transactions in the normal course of business. 

In summary, we tried to be responsive to the needs of Texas cus- 
tomers — farmers and agricultural exporters, energy companies — 
while capping our principal risk at $1 million to protect our share- 
holders. The exports that we financed were basically rice and 
wheat and vegetable seed. 

Mr. Chairman, during the last 8 months, we have seen a small 
country invaded by a hostile aggressor. We have seen great resolve 
in this country and among the coalition partners. We have enjoyed 
military success, thanks to the sacrifices of hundreds of thousands 
of military personnel. I have consistently and publicly advocated 
the use of force to liberate Kuwait, both at the White House and in 
public gatherings, and I am delighted that this has now been 
achieved. 

As a veteran, my heart goes out to those who lost loved ones and 
to those who were injured. Thankfully, the casualties were fewer 
than anticipated. 

Again, let me thank you, Mr. Chairman, for providing me with 
the opportunity to share my perspective on these issues. I would be 
happy, obviously, to respond to any questions that you or other 
members of the committee might have regarding my testimony. 
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Thank you very much, sir. 

The Chairman. Thank you once again, Mr. Abboud. Mr. Wiley. 

[The prepared statement of Mr. A. Robert Abboud can be found 
in the appendix.] 

STATEMENT OF MARSHALL WILEY 

Mr. Wiley. Thank you, Mr. Chairman, for inviting me to testify 
here today. I will summarize some of the questions that were in 
your letter of March 29, since we obviously do not have time to go 
into all of the testimony in detail. 

The first question concerned my duties as President of the U.S.- 
Iraq Business Forum. The Forum, I should explain, became inac- 
tive in August after the invasion of Kuwait. Prior to that, it func- 
tioned as a trade association of American companies that were in- 
terested in the Iraqi market. Our Board of Directors had major cor- 
porations represented, such as Westinghouse, Caterpillar, General 
Motors, Mobil, and Amoco, and it was financed exclusively by dues 
from the member American companies. There was no Iraqi money 
anywhere involved in the Forum, nor did we have any Iraqi mem- 
bers. The members were all U.S. chartered companies. 

As President, I was responsible for all of the activities of the 
Forum under the policy guidelines set by the Board. As a practical 
matter, much of my time was spent in developing the membership 
and developing the programs which were primarily of an educa- 
tional nature for our membership to acquaint them with the Iraqi 
market and how to go about doing business in Iraq. 

The next question you asked was a brief historical overview of 
U.S.-Arab commercial — I’m sorry — U.S.-Iraqi commercial relations. 

There was, as you all know, a break in our diplomatic relations 
with Iraq following the 1967 war, and for a substantial period after 
that, there was almost no commercial exchange between the 
United States and Iraq. 

There was some crude oil imported into the United States 
through normal marketing channels that had originated in Iraq, 
but we had almost no exports to Iraq during that period. 

In 1973, we did establish an interests section there in the Belgian 
Embassy in Baghdad, and among the personnel, we assigned a com- 
mercial officer. 

The interests section attempted to resume a low level of exports 
to Iraq, which of course is the duty of all embassies overseas, and 
they had pretty slow going for a number of reasons. 

For one thing, the Iraqis, on their side, all of their imports are 
controlled by the government, and at that point, the government 
still had very cool relations with the United States, and their gov- 
ernment officials were not anxious to be seen doing business with 
U.S. companies, although we did do a relatively small amount of 
business with them during this period. 

Then in 1984, we did resume normal diplomatic relations with 
Iraq, and shortly after that, we began negotiating a commercial 
agreement with Iraq. 

In 1985, I saw the need for some kind of an organization that 
could serve as a medium between the government on the Iraqi side 
and the private sector on the U.S. side, neither of which knew 
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much about the other, but it had become the policy of both govern- 
ments to expand commercial relations between the two. Since I had 
had about 25 years of experience with Iraq, both as a diplomat and 
as a lawyer and as a businessman, I saw an opportunity here to 
create a nonprofit organization that could function as a medium, as 
a means of communication and a means of education on both sides, 
which I saw were quite lacking at that point. 

By 1989, our total exports to Iraq had increased to approximately 
$lVfe billion a year, and a billion dollars of this were agriculture 
commodities, financed almost exclusively under the CCC credit pro- 
gram. 

I might add that, in connection with that program, the Iraqis did 
keep their payments right up to date until August, as the gentle- 
man from Kansas had mentioned earlier. 

At the same time, there was almost no U.S. investment in Iraq, 
because the Iraqi government had, as a matter of policy, prohibited 
foreign investment except from other Arab countries. 

They began to modify that policy slightly during the last year or 
two leading up to the invasion of Kuwait, but there still was no sig- 
nificant U.S. investment in Iraq at the time that the invasion of 
Kuwait took place. 

Now, in the Forum’s activities, we did sponsor one trade mission 
to Iraq. We worked closely with the U.S. Embassy in Baghdad in 
carrying it out. They were very cooperative and helped us arrange 
our programs. 

We had a number of American companies go there who met first 
with senior government officials, and then we broke down into 
smaller groups who could contact their counterparts for whatever 
their particular business or specialty was. 

We also took booths in the Iraqi international fair, which is 
called Baghdad International Fair, for 2 years, which were then 
sublet to member companies who did not want to pay the cost of a 
full booth for themselves. 

This way, they could have a certain amount of their posters ex- 
hibited and the nature of their business indicated to the Iraqis 
without taking the whole booth. 

The relationship with BNL was another question you asked me. 

Certainly, the scandal which involved activities on the part of 
BNL in exceeding their loan quotas, when that was uncovered, 
when that hit the papers, when the investigations began, and that 
did have an effect on our trade with Iraq. 

For one thing, it had an effect on the U.S. Government. The deci- 
sion to suspend our CCC credit guarantee program with Iraq in 
January 1989, was I think, largely due to the publicity surrounding 
the BNL scandal. 

That called the attention of the Congress and other members of 
the Government to the fact that there must been something going 
on here that was not fully above board and began a further investi- 
gation of the CCC program, which did end up in a suspension of 
the program in January. 

I personally met with BNL employees twice, once in my capacity 
as a lawyer when I was representing a client who was selling 
lumber to Iraq and whose letters of credit were arranged through 
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the BNL. I met with the Vice President in the company of the 
client. 

The second time was when Chris Drogoul, the President of BNL, 
called at my office in Washington. This was after he was under in- 
vestigation, and I think the purpose of his visit was to see if he 
thought that I might be of assistance to him as a lawyer in defend- 
ing him in this investigation. Apparently, he concluded to the con- 
trary, because I never heard from him again after he left my office, 
and that was the last contact I’ve had with Mr. Drogoul. 

As far as the Embassy in Iraq is concerned, the last two ambas- 
sadors to Iraq have been old colleagues and personal friends of 
mine. I saw them every time I went back there, which was about 
once per year, I would say, since 1985. I knew personally many of 
the local employees in the Embassy, whom I did see on my trips 
back there. 

Our business dealings were pretty much confined to the Commer- 
cial Attache and to the Agricultural Attache, who was responsible 
for the CCC credit arrangements. 

The Embassy, until August 1989, was certainly promoting U.S. 
trade with Iraq, which is part of their mandated function, in the 
absence of any specific instructions to the contrary, and they, I 
think, were attempting to do that. 

I am not familiar with what they were reporting about the arms 
build-up. I’m sure that was all in classified channels, and I did not 
have any opportunity to see that. 

I do believe that they did their best to promote the agricultural 
sales and the non-military sales, of which I did have some familiar- 
ity. 

The Eximbank limited its line of credit to $100 million and limit- 
ed it to short-term credits of 6 months or 1 year. This was probably 
not enough to have a major impact on our trade with Iraq, which 
was then up to $1.5 billion per year, and I am not aware that the 
BNL scandal did have an impact on the Exim programs, although 
I’m certain it was one thing that was taken into consideration in 
their constant review of the program and in evaluating the credit 
risk involved in Iraq. 

The CCC credit guarantees are obviously very important in the 
agricultural trade. Almost all of the agricultural commodity sales 
were financed through the CCC credit guarantee program. So when 
that was terminated, it did impact very heavily on our agricultural 
trade, and following January 1989 when this program was suspend- 
ed, I think our agricultural trade did drop off very substantially. 

Then you asked me about what my reaction was when I learned 
that the Iraqi Government had used poison gas on the Kurds, and 
how did this issue affect U.S.-Iraqi commercial relations? 

Well, like everybody else, I found the use of poison gas against 
civilian populations abhorrent. The extent to which this affected 
trade with Iraq, I don’t really know, although there may well have 
been some businessmen who decided at that point that they would 
concentrate their efforts elsewhere because of the fact that they 
had used poison gas and the publicity that this engendered, but I 
am not specifically aware of any case where they did modify their 
efforts to Iraq because of that. 
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Then you asked me my personal opinion on why Saddam Hus- 
sein invaded Kuwait, and did I believe that the Iraqi financial diffi- 
culties played a large role in his decision to invade? 

I think that his decision was motivated primarily by economic 
reasons and perhaps by a bit of paranoia. In the Middle East, para- 
noia seems to be fairly common. Conspiracy theories are frequently 
evoked as justifications for actions that are taking place, and I 
think Saddam Hussein was very much susceptible to conspiracy 
theories. 

When he came out of the war with Iran, he had a very serious 
debt problem, mainly in short-term debt that he had accrued in the 
course of the 8-year war. He did not listen to the advice of interna- 
tional financial experts on how he could better manage this debt 
through rescheduling and stretching out the debt, which would 
have lowered the short-term payments burden. 

Instead, he chose to believe that the international community, 
and particularly the other Arab states, owed him something as a 
result of this war, and that we shouldn’t be so fussy about if Iraq 
missed payments on letters of credit. He felt strongly that Kuwait, 
Saudi Arabia, and the other Arab Emirates owed him a consider- 
able amount for the war. He really felt that he was defending them 
as well as Iraq in preventing the Iranians from gaining more influ- 
ence on that side of the Gulf. 

And I think he was particularly disappointed in Kuwait, who at 
that point was exceeding its OPEC quota by about 50 percent. They 
were also refusing his request to cancel the war debt and to extend 
him more credit. He was unhappy at the rate they were pumping 
out of the North Rumaila oil field, which crossed the border be- 
tween Iraq and Kuwait, and he generally felt that the Kuwaitis 
were not responding to what he viewed as reasonable requests to 
rectify these situations, to help him with the very serious financial 
squeeze that he was in. 

This financial squeeze, incidentally, was not only a result of the 
war. It really hit Iraq very hard in the mid-1980’s when the price 
of oil dropped sharply when the Saudis began increasing their pro- 
duction in 1985 to drive down the price. He had counted on a much 
higher price than he was getting. So he did not look kindly upon 
the Saudis and the Kuwaitis and the other Arab States who had, 
he thought, conspired to drive down the price of oil, which was 
hurting the Iraqi economy very seriously at that point. 

I think he probably also was looking closely at signals from the 
United States of our attitude toward Iraq and I think the decision 
to suspend the CCC credit program in January probably gave him 
the idea that we did have some hostile intent towards Iraq because 
he had given us favored treatment. He was. not paying many of his 
international creditors but he was very careful to keep his pay- 
ments up to date to the United States and on the CCC credit pro- 
gram. 

I think that he probably took that as an intention, a hostile in- 
tention on the part of the United States. 

Putting these things together I think he felt that there was an 
attempt out there among the great powers to damage the Iraqi 
economy for reasons of hostility towards his country. 
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Just because this opinion cannot be substantiated in fact, doesn’t 
mean that he didn’t have it. I think that he probably did believe 
there was a conspiracy and this was one of the reasons that he 
made the snap decision that he did to invade Kuwait and to try to 
alleviate his economic situation through the plunder of that coun- 
try. 

You asked me what other thoughts I might have regarding US- 
Iraqi relations in light of the BNL scandal and the aftermath of it. 

I would only say that I think we should keep all of these events 
in perspective. Iraq is going to be, some day, an important country 
in the Middle East. 

It has oil reserves second only to Saudi Arabia in that part of the 
world. 

It has the natural resources for a well-rounded development in 
industry and in agriculture. 

It has a relatively good transportation infrastructure in place. 

It has educational facilities, medical facilities in place, at least it 
did before the war began, that were much better than other coun- 
tries’ in that part of the world. 

It has a relatively well-educated population, a good manpower 
base upon which to develop. 

By virtue of these economic resources it’s probably going to con- 
tinue to be an important player in that part of the world and a 
country that, when and if we can get past our current political 
problems, could continue to be an important trading partner for 
the United States. 

We, I think, given the international competitiveness we are 
facing these days, should keep this in mind in formulating our poli- 
cies towards Iraq. Regardless of what we think of Saddam Hussein 
and his actions, another day will undoubtedly come when hopefully 
we’ll have a more reasonable government in Iraq and at that point 
our relationship with Iraq is going to continue to be an important 
relationship for the United States. 

Thank you, Mr. Chairman. 

[The prepared statement of Marshall Wiley can be found in the 
appendix.] 

The Chairman. Thank you very much, Mr. Wiley, for an excel- 
lent statement and summing up. 

Again, I express on behalf of the committee our profound appre- 
ciation and gratitude to each and every one of you, of the wit- 
nesses. Your testimony has been invaluable. 

Well, I think you are right, Mr. Wiley, no matter what happens 
that part of the world is going to continue to be inhabited mostly 
by Arabic people and culture and no matter what we think we can 
do, the size of the destruction we have really wreaked in that part 
of the world, but I can see the confusion that would arise in, say, a 
combatant nation like Iraq coming out of a prolonged and bloody 
war, mean war. When we had the scandal of the Tow missiles that 
we provided Iran, you know, how many Iraqis did those Tow mis- 
siles kill? 

Then our own experience in the Gulf with our Navy, the damage 
and the lives that were lost on our ship, the U.S.S. Stark, by a mis- 
sile that happened to be an Iraqi missile. But it was a Silkworm 
provided by China because the arrangement that our leaders made 
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with the Chinese when our President then and our Secretary of De- 
fense then visited China was to provide the licenses for the con- 
struction of that missile, the Silkworm, and China entered the 
arms market and it comes back to what I think Mr. Kowalsky 
stressed in his recommendation. 

I agree with you 100 percent, Mr. Kowalsky, that it’s imperative 
that some effort be made. Of course, now it has to be on that same 
level, U.N. level, on arms control, because we haven’t learned any- 
thing. 

Even now the arms race rages on and we have got countries from 
everywhere, from China, as I said, to almost every other country 
you can point a finger at that produces any of the materials and 
goods that would be needed. 

I do think that is the big issue. I don’t know — 1 mean sometimes 
covering this I despair of us even doing anything domestically, so I 
hate to say I am not so optimistic but I do think you have touched 
on the main challenge at this point if we care to learn anything 
and I don’t know. I think some of this, World War I, World War II, 
a lot of Hitler’s financing and trading was done by our largest cor- 
porations until you had the outbreak of the war and so I don’t 
know to what extent — however, it is imperative that those of us on 
this committee realize that we have first call on the main line of 
responsibility as far as the regulatory oversight of the foreign, com- 
mercial and banking and financial interests doing business in the 
United States. 

There is really no reciprocal — because it’s very difficult to com- 
pare our systems and relate and then have the comity that would 
reflect some viable system, but we have to. 

Mr. Bryen, I think your testimony was also most valuable for us 
to understand the scope, the scale, and the dimensions of the prob- 
lem confronting us from the statutory level. It’s not a simplistic 
problem but I do think it isn’t perceived with the sense of urgency 
that I would hope would be there. 

Then with these other things happening and the condition of the 
insurance funds and, you know, we have a full plate here. 

As you can best recall, what role do you recall the State Depart- 
ment playing in allowing sophisticated technology to be exported to 
Iraq and other countries for military purposes? 

For instance, I speak of the State Department, because the State 
Department is one of our departments that has its staffs, its 
agents, its diplomats in every one of these countries, and they had 
them right there in Baghdad. 

Do you think, as a corollary to the first question, that the State 
Department, with its embassy in Baghdad, should have known of 
some of Iraq’s planned use of these materials? 

Mr. Bryen. Well, Mr. Chairman, I think, first of all, that, cer- 
tainly, they knew, and I have been listening to the explanations 
given about why Saddam Hussein invaded Kuwait, and I do not 
know the answer to that, frankly, but I do know that he was con- 
ducting a systematic military buildup, a huge, vast operation. 

We were well aware of that, and when you are starting to build 
nuclear weapons and chemical weapons — Seth Carus told you that 
it became the number one chemical weapons producer in the 
world, largely thanks to the Germans, but when you see that going 
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on, it has a purpose, and it seems to me it was an aggressive pur- 
pose. 

Whether he was broke and his timetable in respect to Kuwait 
was advanced thereby, it could well be, but I think the fact of the 
matter is that this was an Iraq that was aggressive, that was build- 
ing to be aggressive, and that he saw himself at least as a major 
regional power in that area. We knew about it. 

In respect to exports, the State Department had two attitudes, 
because it had different people doing different things. The people 
in the licensing, economic areas of the State Department, the desk 
officers, for the most part, urged approval of licenses. 

I do not ever recall any of those officials opposing any license re- 
quest, and in many cases, they were aggressively promoting these 
sales, even though we would warn them, from time to time, that 
there was serious risks, and that went as high, in my experience, 
as assistant secretary level, Assistant Secretary for Near East Af- 
fairs. 

The proliferation people in the State Department, people con- 
cerned about nuclear proliferation, on the other hand, took, I 
think, a positive role and tried their best to do what they could to 
prevent Iraq from getting some of this technology that could be 
used for nuclear programs. 

In the main, they focused on what some of the allied countries 
were doing, especially the Germans, and there was a lot of activity 
from 1985 on aimed at convincing our allies not to export some of 
this technology that could be used for chemical, nuclear, and other 
programs. 

The problem was that our allies knew that we had a two-faced 
policy. On the one hand, we were saying you should not do this, 
and on the other hand, we were doing it, and that sort of thing was 
extraordinarily embarrassing. 

I remember sitting in a meeting with our counterparts from 
Italy. 

Italy was involved in — an Italian company — let me be careful 
here — called SNIA, part of FIAT, was involved in the Condor mis- 
sile program that involved Iraq; legally, I might add, involved in it, 
and we were trying to convince them this is a bad idea, that the 
Condor was a long-range ballistic missile, and it was not in any- 
one’s interest that it be built, and they said, “well, but we have 
here copies of Commerce Department licenses for machines to mix 
the fuel for these rockets, that were approved”. 

“So, what are you talking about? On the one hand, you are 
saying no; on the other hand, you are saying yes; and we do not 
know what you mean”. 

So, we got into that kind of conundrum, and so, the result was 
that our policy was a failure, I think, and it was a failure because 
it was at cross purposes. 

The Chairman. Thank you very much. 

My time has expired. 

Mr. Leach. 

Mr. Leach. Thank you, Mr. Chairman. 

I just have several questions for Mr. Abboud and Mr. Wiley. 

First, Mr. Abboud, I must say that, as this whole confrontation 
built up, as you know far better than anyone on this panel, there 
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was a lot of division in the American community that had ties to 
the Middle East. In this regard, your support for the President and 
his policy was very forthright and very appreciated. 

I would just like to ask, as a banker associated with internation- 
al lending, from the perspective of regulation, do banks have to 
report to regulators their involvement in CCC-type programs? 

What do regulators require? How do they note these kinds of 
things in terms of bank exams? 

Mr. Abboud. Congressman, the answer is yes, indeed, they do. 

As you know, in most banks there is a full-scale exam once a 
year, and in that, all of the assets are classified, so that, as regula- 
tors, whether it is under the jurisdiction of the Comptroller of the 
Currency for a national bank or whether it be the FDIC or whether 
it be a State bank and State regulatory authorities, they would go 
through the balance sheet on the asset side. 

Therefore, when you see government-guaranteed credits, particu- 
larly now, under the risk-based capital requirements, because they 
have less of a capital component than a full-scale loan, those are 
reviewed, and therefore, all banks have to give the exposure, by 
country and by classification, and those are examined in the 
normal course. 

Mr. Leach. Do you think that U.S. and Italian bank regulatory 
agencies would or should have had full access to all of the informa- 
tion about BNLs exposure to the CCC program or vice versa? 

Mr. Abboud. Well, it’s a little hard for me to comment on that, 
Congressman, because it would seem to me that if all the records 
were out there and in the normal course, they would have to have 
it. I mean, it would just jump out at you. 

Now, I understood from some of the newspaper articles that the 
records weren’t being kept in the normal course. Let me just say 
this about Iraq. I think, in a couple of facets, first of all, at the 
time that we went over there, their total debt was about $70 bil- 
lion, but I think you have to look at that in laminations. 

About $35 billion of it was war debt which typically, I think, 
under the normal course, you would think would be extended out 
at, say, 35 years at a 2 percent rate of interest. 

Mr. Leach. Excuse me. I don’t accept that, but go ahead. 

Mr. Abboud. OK, I mean it 

Mr. Leach. I mean, quite seriously. I don’t know what typicality 
you’re referring to. 

Mr. Abboud. I don’t know; maybe “typically,” was the wrong 
word. I mean, it would seem to me that if you were looking at the 
structure of the country and you were looking at $70 billion, you’d 
say $35 billion is war debt which has to be viewed in one capacity. 

It was another $15 or $20 billion which were basically Paris Club 
type of credits which were country-to-country, mostly France, Ger- 
many, and Japan. Then there were commercial credits for about 
another $20, and this was a country which was producing about 3 
million barrels a day, which created a cashflow, just on oil revenue, 
in excess of $20 billion. 

Now, they had agricultural exports and sulfur exports as well, so 
it’s a very rich country with potentially — it if hadn’t been totally 
loused up managerially, which is exactly what happened, which 
was what I told the President — if it hadn’t been loused up, this was 
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a country which, before the war with Iran, had no debt whatsoever, 
was totally out of debt because its cashflow was able to sustain it. 

Now, the real question was; how to encourage those units within 
Iraq that really wanted to proceed with an openness and to disas- 
semble the existing regime and to create kind of open trade and 
investment so that they could interact with the outside? 

I think that’s what the benefit of trade does. Trade is there to 
promote the freedom. I think that the direct answer to your ques- 
tion is; in any bank, the records are right there, and if they’re 
being maintained properly, they’re available to the regulatory com- 
munity. 

Mr. Leach. OK, let me just continue this with Mr. Wiley for a 
second. There have been press reports that Saddam Hussein has 
substantial sums of money horded outside the country for his own 
personal benefit, usually in sophisticated circles that deal with 
countries of this nature. 

That type of information has come to be widely known, in this 
case. Is it your view that he probably does have that sort of re- 
source available to him? 

Mr. Wiley. Well, I have no factual information. I think dictator- 
ships all over the world quite frequently have a reserve put away 
in Swiss banks. 

Mr. Leach. There’s a difference in quantity. I mean, it’s a mil- 
lion dollars versus a billion dollars versus 10 billion dollars. 

Mr. Wiley. The press accounts that I saw confused Saddam Hus- 
sein’s personal funds with Government of Iraq money. I’m not sure 
what they were referring to. At one point, they seemed to be talk- 
ing about Saddam Hussein’s funds, and at another point, they were 
talking about Iraqi Government money. 

I don’t know, really, what was behind the press accounts that 
gave this. I’m certain that there was an attempt to hide some of 
the Iraqi Government money, right before the invasion in August, 
because they probably realized that this would be at risk to be 
frozen. So, some of it could well have been shifted into nominee ac- 
counts or something of this kind. 

Mr. Leach. Did you know about this before the invasion? 

Mr. Wiley. No, not at all. Had he asked me about the invasion, I 
certainly would have advised against it, yes. 

Mr. Leach. What I mean is, if you had known, would you have 
informed our government? That’s kind of a precursor to 

Mr. Wiley. No, I knew nothing about his bank accounts, no. 

Mr. Leach. One final comment. There has been a press report 
that the primary reason, or a significant reason the U.S. Govern- 
ment cut off the CCC credits was the allegation that about 10 per- 
cent of the money was being used as kickbacks. Did you have any 
knowledge of that, Mr. Wiley? 

Mr. Wiley. I had no knowledge of any kickbacks. The Govern- 
ment of Iraq sometimes asked suppliers to make gifts to the Gov- 
ernment of Iraq, not as kickbacks to individual people for their per- 
sonal use, but there was no legal obligation for the supplier to do 
this. He didn’t have to make the gift, but by making the gift, he 
assured that he would be at least on the list the next time this 
kind of supply contract came up. 

I know they did have that practice which they used for a while. 
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Mr. Leach. So, basically, from our perspective, we were encour- 
aging trade with a country that had $70 billion debt, a policy of 
kickbacks as gifts, and a fair amount of money outside the coun- 
try? 

Mr. Wiley. Yes. 

Mr. Leach. I just think it’s a picture of a government that 
seemed to be bent on buying the kind of things Dr. Bryen says 
were of an aggressive nature. It’s just not a pretty situation. 

Mr. Wiley. Well, the Iraqi market was always considered by U.S. 
businessmen to be one of the least corrupt in that part of the 
world. The necessity of paying kickbacks to government officials 
just didn’t exist there, as far as I know. 

That was because they were very brutal with any government of- 
ficial whom they caught taking a kickback. They executed several 
on the spot when they found this out. 

So, on the working level, doing business in Iraq was probably a 
lot cleaner than anyplace else in the Middle East. Now as far as 
government funds being hidden overseas, I’m not aware that any 
great amounts were hidden. They didn’t have that large an 
amount. 

Actually, they were very short on cash from the time of the end 
of the war till the time of the invasion. So, they didn’t really have 
any substantial amounts to hide, and then we — and the rest of the 
countries of the world — froze almost all of what they did have, al- 
though there may have been some hidden away under false names 
that we don’t know about. 

Mr. Leach. I appreciate that. Thank you, Mr. Wiley. 

The Chairman. Let’s see, Mr. Cox left, and Mr. Slattery — Ms. 
Waters came after. Mr. Slattery. 

Mr. Slattery. Thank you, Mr. Chairman. 

First let me thank the panelists for their testimony today. I 
found your comments really fascinating on the one hand, and on 
the other hand, some of the comments appalling. 

And one of the things that I would like to explore a little further 
is the comments of Dr. Bryen. I appreciate the position that you 
gentlemen, Dr. SerVaas and Mr. Abboud — is that the way you pro- 
nounce it? 

Mr. Abboud. Yes, sir. 

Mr. Slattery. And Mr. Wiley found yourselves in. I mean, our 
government had a policy of encouraging some degree of trade with 
Iraq. You were in the business of trying to work with your custom- 
ers who sought to take advantage of perfectly legitimate and legal 
trading opportunities. And I share the view expressed by one of the 
panelists that international trade has historically done much to en- 
hance international relations and peace in the world, and I can un- 
derstand why we would want to pursue that sort of policy. 

But I also believe there is a very legitimate question that we as a 
society and a country have to address, and that is this question of 
how can we protect our taxpayers and our citizens’ investment in 
the enormously expensive high technology equipment that we have 
developed and that the world saw demonstrated in this most recent 
war? 

And I think Mr. Bryen’s testimony is incredible. And I’m just 
going to read back some of what this man has said. And we’re not 
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hearing from someone who is some left wing nut, OK. I mean, 
we’re hearing from somebody who was Deputy Under Secretary of 
Defense during the Reagan Administration, for goodness sakes, and 
served there for a number of years. And, you know, some of what 
you’ve told this committee today, Mr. Bryen, is incredible, and I 
just want to reemphasize some of what you said. 

One of the comments, and I think you mentioned this in your 
oral testimony, you said that there is a complete lack of workable 
checks and balances in the system. 

Mr. Bryen. Yes. 

Mr. Slattery. “That is why the State Department and the Com- 
merce Department could with impugnity release technology to 
Iraq.” I’m reading from your written testimony that you have sub- 
mitted to the committee. 

“If we in the Defense Department complain too much, they 
simply would issue export permits and not tell us, or they would 
threaten us with 12(c) violations. This type of intimidation is very 
effective, and it was used and continues to be used with effect.” 

First of all, for us lay people over here that aren’t familiar with 
a lot of these regulations, what is a 12(c) violation? 

Mr. Bryen. It’s interesting. There is a part of the Export Admin- 
istration Act, which is called section 12(c), that in effect directs the 
Commerce Department to restrict the distribution of information 
about export licenses in order to protect the proprietary informa- 
tion of the companies who are making application, which is a rea- 
sonable provision as it was conceived by the Congress. 

Unfortunately, it’s been twisted around, so that if the Defense 
Department or any other official in the government wants to com- 
plain in any public way about a licensing action, he will be threat- 
ened, and he is threatened with revealing information that is pro- 
tected under this provision of law, and the Commerce Department 
has written innumerable letters of complaint to the Secretary of 
Defense, among others, complaining about public officials who at- 
tempted to raise alarm bells. 

Even most recently on the furnace case, this CONSARC furnace 
case that took place in July of this last year, the Commerce De- 
partment — a senior Commerce Department official — I’ll leave it at 
that; I know who it was — telephoned the Under Secretary Defense 
for Policy, complaining that one of the investigators leaked infor- 
mation that was a 12(c) violation, and they regarded this as a 
major violation. And basically they use it as a way of covering up 
unseemly regulatory activity, which is the only way I know how to 
characterize what was going on in respect to some of these licenses. 

Mr. Slattery. Well, I appreciate your comment there. And let 
me just further read back some of the testimony that you have of- 
fered today. 

You say that “strategic exports cannot be regulated by the Com- 
merce Department and the State Department acting alone. The na- 
tional security agencies have to play a concrete part. Right now 
today, the Defense Department is excluded from even knowing 
about 90 percent of what is exported from the United States.” 

You go and say: “There is a complete lack of workable checks 
and balances in the system.” 

4 
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Then you say: “There is a complete policy fog in regard to export 
controls.” 

Then you say: “Rather them see some improvement now, there is 
every reason to believe that the situation is about to deteriorate 
even more. The United States is backing a major liberalization in 
COCOM, which is the organization that regulates East-West high 
technology trade. A huge array of high technology, advanced mi- 
croprocessors, high-speed computers, precision machine tools, night 
vision equipment, sophisticated analytical instruments, advanced 
radar and air traffic computers will be released from effective mul- 
tinational control.” 

I guess my concern is that a lot of this equipment is being devel- 
oped with taxpayers’ money by the Pentagon, and then a lot of this 
is subsequently converted for civilian trade purposes, and, of 
course, let’s face it, people are buying this equipment in many in- 
stances for the sole purpose of reselling it to other entities in the 
world, other countries in the world who otherwise would not be 
able to acquire it. 

And it seems to me that we are truly in a situation where all of 
the investment of the 1980’s in terms of enhancing our military ca- 
pability is going to very quickly be, in effect, sold to the very 
people and very countries around the world that we spent all this 
money to try and defend ourselves against. 

Mr. Bryen. Absolutely. 

Mr. Slattery. Is that a correct 

Mr. Bryen. You’ve got it right. Take the night vision as a simple 
example. 

Mr. Slattery. I mean, what in the world are we selling night 
vision technology for? Why do people need night vision in Eastern 
Germany or in Czechoslovakia? 

Mr. Bryen. Well, we are proposing to sell it to the Soviet Union. 

Mr. Slattery. Pardon me? 

Mr. Bryen. We’re proposing to sell it to the Soviet Union. 

The Chairman. The time of the gentleman has expired. 

Mr. Slattery. Would tne chairman, in light of the fact that 
there are not very many other members here, would the chairman 
graciously consent to give me a few more minutes? 

The Chairman. Well, if the gentleman asks unanimous consent 
to proceed 

Mr. Slattery. I ask for unanimous consent. 

The Chairman. Certainly. Without objection, so ordered. 

Mr. Slattery. Thank you very much, Mr. Chairman, and I ap- 
preciate the indulgence of my colleague from California. 

It just seems to me that — the other point that was made here 
today that is really appalling is the fact that, and one of you have 
made this observation, is that when — was it you, Mr. Bryen, that 
indicated that when you trying to deal with European countries, in , 
pointing out to them that they were selling high technology equip- 
ment to Iraq, and this equipment was being immediately converted 
to strategic weapons development purposes, you were told that, 
look, your own Commerce Department is selling equipment that 
they’re using also. Scram off the porch. How can you have the au- 
dacity to challenge us when you’re, in fact, doing exactly what 
you’re attempting to condemn us of doing? 
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Mr. Bryen. That is exactly right. 

Mr. Slattery. It just seems to me that this is a very, very serious 
problem that we are talking about. If this country — if the United 
States of America doesn’t move quickly to correct this, then all of 
the people that have died in this war and all the enormous costs 
that we have borne will have all been in vain. 

Your testimony today, Mr. Bryen, and again, I emphasize that 
you are not some left wing nut, you are a former Reagan appoint- 
ee, I assume, in the Department of Defense, is truly shocking. 

I hope that some people downtown in the White House are lis- 
tening. Because I can tell you this with absolute certainty, that — 
that people across this country are angry at the prospect of this 
high technology equipment that they have paid dearly through the 
nose for, for the last 10 years, is now going to be sold to the Soviet 
Union, sold to China. Little effort is being made to really prevent 
the proliferation of this equipment around the world. 

It is a sad, sad reality, that we have got to accept some responsi- 
bility for the fact that the Europeans and people in this country 
helped create the monster that we had to deal with here in the last 
few months. 

The Chairman. The time of the gentleman has again expired. 

Mr. Slattery. Thank you, again, for your testimony today. 

The Chairman. Ms. Waters. 

Ms. Waters. Mr. Chairman and members, I, too, would like to 
join with my colleagues in thanking the panel for the most reveal- 
ing testimony and information that they have shared with us. I — I 
guess I differ from my colleague, Mr. Slattery; I am not shocked. I 
guess I have known. 

I asked the gentleman who was here testifying, from the Treas- 
ury Department, in a rather facetious way, about our inability to 
know, and Mr. Bryen confirmed that my approach and my ques- 
tion, indeed, made some sense, because it is absolutely absurd to 
believe that we could not have systems to detect or know what is 
going on. 

In addition to that, I mean, even with the most sophisticated sys- 
tems, it does not matter if we have a pjolicy that goes in the oppo- 
site direction. It is clear from this testimony here today that that 
was what was going on. I do not even think it was a foggy policy. 

I think it was a policy that was one of cooperation and assistance 
to Kuwait, despite the information that was readily available or 
known about their build up. So, I am not surprised that we find 
ourselves in a situation where R&D money and other resources, 
taxpayers of this country, is being used to support efforts to export 
sophisticated technology, and so forth, to countries who may be 
doing whatever they want to do with it, you’re right, when you 
export some of this stuff. 

I do not think that anyone could be so naive as to believe that 
they just simply wanted to look at it or to have it around. People 
have intentions. That is quite obvious to me. 

Let me just say that Mr. Moore’s testimony, part of it, was such 
that he identified the complication that we may be confronted with 
in putting together sophisticated systems to detect what is being 
exported and why; that some of the equipment is generic and it 
could be used for any number of things. 
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Certainly, with our knowledge of computers, we could put togeth- 
er systems where patterns would develop, and we could see the 
level of activity and the amount of activity that was being generat- 
ed, that would help lead us to some conclusions. 

I am sitting here with a panel where we are talking about 
Kuwait, and we are talking about what has happened in the past 
and, perhaps, what should be happening in the future. 

It was just a few weeks ago that we heard that, in Panama, we 
have been exporting materials that could only be materials used to 
manufacture drugs, and in huge amounts, unusually large 
amounts. So, I mean, today, we are talking about Kuwait and we 
are talking about sophisticated technology and Iraq, rather. Yester- 
day, it was Panama and drugs, and it goes on and on and on. 

I do not know how much people know about anything out there, 
but eventually, I think people will raise questions about how we op- 
erate and what our policies are. I do not really have any questions. 
I am just appreciative for the information that we have received. 

I would agree with Dr. SerVaas, I think, and Mr. Abboud, that 
trade is and should be about the business of promoting freedom; 
but when I hear that we have business persons who do not even 
raise questions about the use of our agricultural products to devel- 
op chemical warfare and would want to proceed with a government 
that kills thousands and perhaps are doing it even today, as we sit 
here, after having gone through all of this. 

We have enough information to know that Saddam may have 
used chemical warfare again on the Kurds, then I do not know how 
we can conclude that trade is always promoting freedom. It looks 
to me as if we have been involved in a business where trade might 
have been promoting death and continues to do so. 

Thank you sill for your presentations here today. Hopefully, the 
revelations of today will help us to be a more principled country, 
with better policy, and certainly develop systems that will help us 
to unveil the accumulation of weaponry and other kinds of things 
that will be used to destroy. 

Thank you. 

The Chairman. Thank you. Mr. Vento. 

Mr. Vento. Mr. Abboud, you know, I am sitting here, I have got 
a page of material from the State Department, or from the re- 
search staff that testified to the fact that there have been a lot of 
loans made under this BNL credit facility. In fact, out of the 15 
pages, 5 pages are American companies. Five pages, so we are talk- 
ing in this credit. Now, not all of this credit was extended, I under- 
stand. 

As Mr. SerVaas mentioned, they had this contract, about which 
we might want to raise some questions. It points out here, on page 
5 of your testimony, that you were extending credit. I mean, you’re 
a banker. What is the creditworthiness of Iraq during this particu- 
lar time? Do you have any idea or notion, during this sequence of 
events, that all of a sudden there had been a large infusion of 
credit? I mean, where was Iraq getting this money from? Didn’t we 
have any idea, when they were dealing with all of these American 
companies? 

You obviously point out that you had — you were obviously using 
the CCC credit facility; is that correct, Mr. Abboud? 
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Mr. Abboud. Yes, sir. Congressman, let me say that, in my judg- 
ment, Iraq was not creditworthy. That was the point that we were 
trying to make to President Saddam Hussein, that he had so mis- 
managed his economy and his position in the world community, 
that nobody would lend him a dime. 

Mr. Vento. Well, you were lending money here; but you said you 
were serving the industrial and energy customers of Texas. 

Mr. Abboud. No, no. We 

Mr. Vento. You were lending money to your customers and then 
they personally were extending credit? 

Mr. Abboud. No. We were doing two things. We had lent, under 
the CCC Program, where basically the U.S. Government had a com- 
pact to make credit available to countries to buy American agricul- 
tural goods. 

Once they negotiate that agreement with a country, and that 
goes Government to Government, the United States with Iraq, they 
set up a facility, and then they allocate that facility to individual 
banks, in order to service exporters, farmers, who were sending 
rice and wheat and, in our case, vegetable seed, rice and what. 

Mr. Vento. That was solely the type of credit that you were ex- 
tending? 

Mr. Abboud. That was solely the type of credit that we were ex- 
tending. 

Mr. Vento. I misunderstood your statement. 

Mr. Abboud. Yes. Now, there was one other thing that I men- 
tioned in there, and that was that we were extending letters of 
credit to large international oil companies who were importing 
crude. That credit was the credit of the oil companies who were 
bringing in the crude, not of Iraq. 

Mr. Vento. To Texas? 

Mr. Abboud. To Texas. Yes, sir. 

Mr. Vento. Well, do you think it was general knowledge that 
Iraq had this situation with regards to credit? 

Obviously CCC credit looks beyond that at the soft window, as it 
were, but do you think there was general knowledge in the bank- 
ing community of that? 

Mr. Abboud. Oh, I think all over the world, Congressman, that 
people knew that Iraq was not creditworthy, which was the reason 
why they had to have a total restructuring and recredit — refinanc- 
ing of their situation. 

Mr. Vento. Thank you. Let me just — we don’t have a lot of time 
here and I know it’s been a long hearing and I appreciate the pa- 
tience of the panel and the members, but Mr. SerVaas, how did 
you think Iraq was going to pay for what they were purchasing? 

Here I note you were trying to sell them a $115 million system 
but they finally apparently, according to the document I have, 
agreed to a $32 million contract. Is that correct? 

Mr. SerVaas. Well, the only way you can tell whether or not the 
country has credit is if there’s some bank, American bank, in this 
case an Italian bank with an American subsidiary, which would 
confirm it. 

Mr. Vento. What bank — you were dealing with this Atlanta 
branch, is that correct? Who were you dealing with? Who do you 
think you were dealing with? 
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Mr. SerVaas. Well, we had no idea who the Central Bank of Iraq 
would use. According to our contract, they had to have their letter 
of credit confirmed by a bank which is known as B or better with a 
branch or a bank in the United States and we had no idea 

Mr. Vento. Did they fulfill that commitment? 

Mr. SerVaas. I beg your pardon? 

Mr. Vento. And they fulfilled that particular requirement that 
they satisfy you with regards that you were sending people there, 
you were spending money on engineering, you’re obviously order- 
ing materials to build this brass reprocessing facility, is that cor- 
rect? 

Mr. SerVaas. All of the money that was spent on the precon- 
tract engineering was simply an investment by us. 

In other words, there was no reimbursement for that. 

Mr. Vento. You made no assessment as to whether they had ful- 
filled the credit requirements according to the contract that you 
had with them? 

You had a contract? Did you have a contract 

Mr. SerVaas. We had a contract with the Minister of Industry. 

Mr. Vento. What was the amount of the contract? 

Mr. SerVaas. It was around $40 million. 

Mr. Vento. $40 million. So you didn’t, in other words — they had 
not satisfied that particular issue, you said, with B quality type of 
credit? 

Mr. SerVaas. Yes. Yes, they did, because we were called by an 
officer of BNL to advise us that they had received in Atlanta a 
letter of credit from Central Bank of Iraq. 

Mr. Vento. A telephone call would be sufficient? 

Mr. SerVaas. A telephone — well, just to notify us that they had. 

They had been asked to confirm it. 

Mr. Vento. That would be sufficient, then? 

Mr. SerVaas. Yes, that was the first indication we had of which 
bank this was. 

Mr. Vento. Well, it just sounds to me like, you know, I listened 
to the debate here between Mr. Bryen and others. My time has al- 
ready expired but I mean the U.S. has gone from selling something 
less than $10 billion worth of foreign arms in the 1970’s — I remem- 
ber when Carter was trying to put a cap on it about $9 billion. The 
other day, I picked up the paper and it said that we were really not 
doing very well — we had only sold $45 billion last year, which is 
exponential growth. Then we wonder when all of these people get 
all of these arms why they start attacking one another. 

I mean what the hell do you think they are going to do with 
them? You know, it’s pretty clear to me what they are going to do 
with them. Clearly I have heard the debate between the Commerce 
Department and the Defense Department with regards to limits on 
who is stifling trade. 

Did any of the agreements or arrangements here involve any 
type of offsets, for instance, Mr. SerVaas 

Mr. SerVaas. Of what? 

Mr. Vento. Offsets? In other words building a plant there. It ac- 
tually is an offset because you are really transferring the technolo- 
gy, aren’t you? 
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Mr. SerVaas. Well, this was what you might call an obsolete 
technology. 

Mr. Vento. Well, I know, but that’s what you were doing. 

Mr. SerVaas. Yes. 

Mr. Vento. You were saying we’re going to do this 

Mr. SerVaas. In fact, we had to 

Mr. Vento. Which is another concern that I’ve had with just re- 
gards to getting that reported and of course invariably they focus 
on, guess what, electronics and aeronautics offsets? Well, guess 
what two areas we lead the world in? That’s the type of technology 
we have and of course now we read that we have transferred that 
to the Japanese, which will now be building their own aircraft, so 
the type of benefit we might get is gone. 

You know, over and over again we keep going through this and I 
think we have a lot of ourselves to blame in terms of what hap- 
pened with regards to Saddam Hussein in terms of he didn’t come 
up out of the ground like a mushroom. 

Not only did we do the financing but we provided a lot of the 
technology, at least one-third of it, according to this series of credit 
line that is being exposed here in this committee today. 

I want to thank the witnesses and thank the chairman for the 
indulgence to go beyond my 5 minutes. 

The Chairman. Thank you, Mr. Vento. 

I do know that some of the members have departed, and I myself 
have a jillion questions, but if that is the case, we would be unfair 
to the witnesses, so we will sum up. 

However, I wanted to comment on something here Mr. Vento 
was bringing up. 

Mr. SerVaas, Mr. Vento had explained in quite a detail his ar- 
rangement, and the requirements for the financing, and the satis- 
faction thereof by the BNL as the Iraqi supporter of the letter of 
credit, but the Export-Import Bank did report that it did not con- 
sider Iraq creditworthy, and it had some history there of defaults. 

However, the State Department — and we are going to have a 
hearing next Wednesday, April 17, and we are going to have the 
Export-Import Bank and hear the testimony — the State Depart- 
ment intervened and demanded that the Export-Import Bank go 
out on the limb, as it did, and that is for guarantees which did 
expose the Government on those loans. 

Of course, the witnesses, I think, have very well portrayed the 
tremendous myriad, the difficulty, the complexity of that area, and 
the historical background that adds to that complexity. The use of 
poison gas, for instance. Frankly, it is a shameful episode for the 
colonial powers, because the first one to authorize the use of a 
chemical, which was mustard gas, was Winston Churchill, in Iraq, 
on the request of the Royal Air Force, that was having trouble, in 
the words of the request, with “recalcitrant Arabs,” and Winston 
Churchill said, I see no reason why there should be any hesitation, 
you know, these are weapons that are available to us. 

They actually then were used after Churchill left the War Office, 
and that was in 1923. The British did use gas against Iraqi citizens, 
of what is now Iraq. 

As I see it, I think the big thing we do not see from our perspec- 
tive, is we do not perceive ourselves as most of that part of the 
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world perceives us, and that is, stepping into the shoes of the two 
departed colonial powers, England and France. I believe that is the 
way we are perceived. 

I know it does not sound right to us, but the truth is, all you 
have to do is read in their intellectual discussions, in their litera- 
ture, and we can see. 

Therefore, the defense procurement, for instance — and I wish 
Mr. Slattery were still here — we can wax indignant how our mili- 
tary does not know, but actually, the Defense Department, in its 
procurement, is now procuring a great percentage from foreign 
countries. 

Sole source, in the most sophisticated weaponry used in this last 
war, if we can consider it as being over, an overwhelming percent- 
age of the vital component parts are foreign-made. They are not 
manufactured domestically in the United States. This was an ex- 
pressed concern by a high-ranking Department of the Air Force of- 
ficial, but it is true. That is the other side of this. 

We had testimony with respect to kickbacks, Mr. Wiley. They 
were not kickbacks in the sense of kickbacks to Iraqi officials. 
These were apparently in some form of false billings to the busi- 
ness involved, the American business involved. We did have testi- 
mony to that effect in one of the first hearings we had. So we do 
have all of that, and of course, as ever, whether it is in public or 
private enterprise, if you have secrecy and no accountability to 
speak of, you are going to have to have some abuses. 

I think the most astounding thing today was Mr. Newcomb’s tes- 
timony that the President’s Executive orders do not cover the pri- 
vate accounts, for example, the private accounts of the Emirate 
family and the Al-Sabah. And I know as a matter of fact, has had 
billions, over $160 billion alone in the United States, not in the 
name of Kuwait or the Kuwait Government, but in the family 
name, and at least another $100 billion more in Europe and in 
Switzerland. 

Now, some day, some congressional committee will be looking 
into how much of that money was used in stimulating the interven- 
tion on behalf of Kuwait, but at this point, I think the significant 
thing is that if that is the case, as Mr. Newcomb answered, he said 
that is right, Presidential Executive order does not cover those ac- 
counts, it is entirely possible that Saddam Hussein, not in his name 
perhaps, but in another private citizen’s name, could have money 
right now in the United States that is not covered by that Execu- 
tive order. I think that is the most amazing thing, and therefore it 
comes back to us on this committee on how we can structure the 
proper responsible regulatory environment. 

We know now the Federal Reserve Board, which is supposed to 
be chiefly responsible for foreign bank enterprises doing business 
in the United States will, insofar as say the headquarters, and the 
original branch in the United States, of even this case, of the BNL, 
but we know that when it comes to chartering a State, either 
agency or branch, that it becomes further complicated and impossi- 
ble to really govern. 

I was going to ask Mr. Abboud as the banker witness here — and 
this will save writing some questions — that you give us the benefit, 
and perhaps we may ask your indulgence again and call you back 
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specifically on what suggestions you have on the restructuring, and 
what you would visualize as a proper, and not an improper, or a 
sort of an oppressive type of regulatory framework. We certainly 
do not want to oppress international trade and financing, or ob- 
struct it, but we certainly do know that the national interest de- 
mands that we do something about this lack of regulatory over- 
sight. 

As I said at the very beginning, we are the only country that 
does not have any kind of real oversight. Even in direct invest- 
ments or indirect prime-asset investments in our country, we do 
not have a screening board. Canada does, even Canada. We are the 
only nation that does not. So we are very grateful to you. I know I 
speak for every member of this committee. If you did not see more 
Members here, it is because, as I said at the outset, of the circum- 
stances under which we are meeting, which were totally unfore- 
seen last week, some of it so sad. 

However, we do have one of our new Members that came in late, 
and I was just going to recognize his presence and ask him if he 
had anything to say, for about 1 minute. 

Mr. Moran. Thank you very much, Mr. Chairman. We do appre- 
ciate your initiating these hearings. 

The question I have is on July 27, when the administration lob- 
bied very strongly for an additional $500 million in crop credit as- 
sistance for Iraq, did we not know the experience that we had had 
with the Atlanta branch in using their conduit capacity to generate 
machine parts and other manufactured goods that could be of as- 
sistance to Iraq in the event of a military engagement? 

At the time we had 30,000 Iraqi troops on the border with 
Kuwait but we also must have had some indication of the banking 
system that we were dealing with through which this crop assist- 
ance was being tunneled. 

I would like to know if anybody has any knowledge of our knowl- 
edge at that point in time, 5 days before the invasion occurred. 

I happened to see an article in the New York Times about that 
time where it was revealed that some of this money, it was about 
$4 billion up to that point that we had provided Iraq in the form of 
crop subsidies, had actually used through kickback schemes and 
the like to acquire truck parts and other machinery that would be 
of Iraq’s benefit but was not in any way consistent with the intent 
of the legislation that the administration asked us, asked the Con- 
gress, to pass. 

Can anybody respond to that? 

Mr. Abboud. Congressman, I am not aware of what we knew at 
that time about Atlanta and Banca Nazionale del Lavoro but with 
regard to the CCC credits which I think are an invaluable, useful 
program that we have for American farmers to get our agricultural 
products sold, if they are done correctly, and I just happened to 
have an example of one of ours right here, which was a rice ship- 
ment that basically we sent or hard, red winter wheat shipment 
that we sent out to Iraq or the rice shipment we sent to Iraq, each 
one of those requires a bill of lading. 

It requires a certificate as to who the exporter is. The money 
goes, and this happened to be a Houston exporter, the money goes 
directly to the Houston exporter. It shows the destination. For ex- 
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ample, it goes out through the port of Kuwait and up into Iraq so if 
these programs are administered properly and all the documenta- 
tion is there it is very hard for them to be abused and for money to 
be siphoned off because the money stays right here. It goes exactly 
to that farmer that you’re supposed to know or the exporting 
agency that you are supposed to know and goes to pay for the 
crops. 

Mr. Moran. But it is a fact that some of it did not go to pay for 
crops 

Mr. Abboud. The Banca Nazionale del Lavoro apparently had 
two sets of books and they abused the program and they diverted 
it. 

I think that there has to be a bifurcation that what is an abuse 
of a good program was really done in kind of a venal way for what- 
ever reason, probably greed or whatever — to get that thing going, 
but the basic program itself is a very desirable program. 

I would hope that what would emanate out of these hearings 
would be not a cutback of that particular program — maybe some 
additional surveillance, maybe some additional scrutiny, maybe 
some additional controls, maybe more regulatory oversight but ba- 
sically the program is a good, sound program and good for the 
American farmer. 

Mr. Moran. Well, I am sure it’s good for the American farmer 
but there are a number of countries in need of agricultural prod- 
ucts grown in the United States but the recipient, the client, of 
that program, I think you would agree, left something to be de- 
sired, and particularly when you do have evidence of a manipula- 
tion of a program for other purposes then the program ought to be 
suspended at least until those accusations are checked into. 

That is why I was surprised that the administration so strongly 
urged that the $500 million in additional assistance go to Iraq after 
the misdeeds of the Banca Nazionale branch in Atlanta had al- 
ready been uncovered. 

That is the only comment I would make. We have got a kind of a 
rocky path that led to the initiation of hostilities and I hope the 
chairman is right, that this war is over. I am not sure that it is 
but, well, we don’t want to enter a period of recrimination. We nev- 
ertheless want to look into some of the causal reasons why we 
found ourselves in that situation and try not to repeat them in the 
future if it can be helped. 

This may be one of the situations that ought not be repeated. 
Thank you — and thank you, Mr. Chairman. 

The Chairman. Well, that’s right. I think, Mr. Abboud, all good 
things are susceptible to abuse somewhere or another and that is 
when you don’t have accountability, but I think that this was one 
egregious example where the United States guaranteed the bribes 
because that is what it actually did in some of those cases. 

I don’t think we had evidence that they were Texas transactions! 
[Laughter.] 

Mr. Abboud. No. 

Mr. Moran. I certainly did not mean to imply that by any 
means, Mr. Chairman. 

Mr. Abboud. Not at all. 

Mr. Moran. Let the record be very clear on that. 
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Mr. Abboud. Thank you. 

The Chairman. Anyway, thank you, gentlemen. 

You have been very patient and very, very helpful. 

We will still have some questions. I know I’ll have one or two for 
Mr. Moore and Mr. Kowalsky and Mr. Carus, but thank you very 
much. Your testimony covered the ground. 

[Whereupon, at 1:55 p.m., the hearing recessed, to reconvene at 
the call of the Chair.] 
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PREPARED STATEMENT OF R. RICHARD NEWCOMB 
DIRECTOR, OFFICE OF FOREIGN ASSETS CONTROL 
DEPARTMENT OF THE TREASURY 

before the 

COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS 
U.S. HOUSE OF REPRESENTATIVES 

April 9, 1991 


Economic Sanctions Against Iraq and Kuwait 


Chairman Gonzalez and members of the committee: 

My name is R. Richard Newcomb and I am the Director of the 
Office of Foreign Assets Control at the United States Department 
of the Treasury. I am here today to appear before the committee 
to discuss the Treasury Department's role in formulating, 
administering, and enforcing the sanctions against Iraq and 
Kuwait. 

The Office of Foreign Assets Control ("FAC") has primary 
responsibility within the Executive branch for implementing the 
financial and trade sanctions against Iraq and measures to 
protect the assets of the legitimate Government of Kuwait. In 
addition to these programs, FAC also administers economic 
sanctions programs against Libya, Iran, South Africa, Cuba, 
Vietnam, Cambodia, and North Korea and administers certain 
residual World War II asset controls affecting the Baltic 
Republics. The Office was also responsible for administering the 
recently-concluded economic sanctions programs against the 
Sandinista regime in Nicaragua and the Noriega regime in Panama. 

This morning I will address the topics and concerns in which 
you have expressed an interest, which relate principally to the 
blocking of Iraqi and Kuwaiti assets in the United States. I 
will also comment on your offer to suggest measures which would 
increase FAC's effectiveness in formulating, administering, and 
enforcing administrative sanctions. 
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Identification and Blocking of Iraqi and Kuwaiti Assets 

Following the Iraqi invasion of Kuwait on August 2, the 
President , acting under authority of the International Emergency 
Economic Powers Act ("IEEPA") , declared a national emergency and 
issued Executive Orders No. 12722 and No. 12723 ("the August 2 
Executive Orders") , which froze all Iraqi and Kuwaiti government- 
owned assets within the jurisdiction of the United States or 
under the control of U.S. persons and imposed an immediate and 
comprehensive trade embargo against Iraq. 

On August 6, the United Nations Security Council, to bring 
the invasion and occupation of Kuwait to an end and to restore 
the sovereignty, independence, and territorial integrity of 
Kuwait, decided that all U.N. member states should impose 
sweeping economic sanctions against Iraq and occupied Kuwait. On 
August 9, the President issued Executive Orders No. 12724 and No. 
12725, this time acting under authority of IEEPA and the United 
Nations Participation Act, broadening the U.S. sanctions with 
respect to both Iraq and Kuwait to include a complete prohibition 
on trade and trade-related activities with any person located 
within the territories of Iraq or Kuwait, in addition to 
continuing the freeze of Iraqi and Kuwaiti government-owned 
assets imposed seven days earlier. The Executive orders of 
August 2 and 9 were developed by Treasury with the assistance of 
the Departments of State and Justice, the White House staff and 
National Security Council. The sanctions programs presented by 
the orders are similar, in whole or in part, to sanctions 
programs previously implemented with respect to other countries, 
most notably Libya in 1986. 


The August 9 Executive order with respect to Iraq: 

— prohibits exports and imports of goods, technology, and 
services between the United States and Iraq, and any activity 
that promotes or is intended to promote such exportation and 
importation; 

— prohibits any dealing by a U.S. person in connection with 
property of Iraqi origin exported from Iraq after August 6, 1990; 

— prohibits transactions related to travel; 

— prohibits transactions related to transportation to or 
from Iraq, or the use of vessels or aircraft registered in Iraq 
by U.S. persons; 

— prohibits the performance by any U.S. person of any 
contract in support of projects in Iraq; 
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— prohibits the commitment or transfer of funds or other 
financial or economic resources by any U.S. person to the 
Government of Iraq, or any other person in Iraq; and 

— blocks all property of the Government of Iraq located in 
the United States or in the possession or control of U.S. 
persons, including their foreign branches on or after August 2, 
1990. 


The August 9 Executive order with respect to Kuwait imposed 
essentially the same regimen of economic sanctions on Kuwait, 
then under occupation and control by Iraq. Since the liberation 
of Kuwait, the prohibitions on most trade and financial 
transactions with Kuwait have been removed through the issuance 
of a general license authorizing such transactions. Similarly, 
except for seven Kuwaiti banks, the U.S. property of the 
Government of Kuwait has been effectively unblocked by general 
license. The seven banks, while remaining blocked, are licensed 
to utilize their assets to settle pre-August 2 obligations. 

The objectives of the Executive orders were to deprive Iraq 
of any economic or financial benefits that might result from its 
illegal invasion and occupation of Kuwait and to preserve and 
protect the assets of the Government of Kuwait for the benefit of 
their rightful owner. Iraqi assets blocked in the United States 
and in all U.N. member states may be used as a source of funds to 
pay claimants and creditors of Iraq if such a course of action is 
determined appropriate and enabling legislation is enacted. 

The August 2 Executive orders immediately froze, by 
operation of law, all property and interests in property, of the 
Governments of Iraq and Kuwait that were in, or thereafter came 
within, the jurisdiction of the United States or under control of 
U.S. persons. Any unauthorized transfers of property or 
interests in property subject to the blocking orders occurring 
after the effective date are deemed to be null and void. This 
means that a U.S. financial institution, for example, which 
transfers blocked funds after the effective date without 
authorization from FAC can be penalized for violating the 
sanctions. 

On the morning of August 2, immediately after the President 
signed the blocking orders, FAC began contacting major U.S. money 
center banks and requested that the Federal Reserve Bank of New 
York ("the FRBNY") notify Federal Reserve member banks of the 
blocking. We also began a series of what have since become 
regular consultations with the FRBNY, and various U.S. Government 
agencies, including the Departments of State, Commerce, and 
Defense, the Customs Service, the FBI, the NSC, and members of 
the intelligence and law enforcement communities. Since the 
morning of August 2, we have travelled abroad several times for 
coordination meetings with our allies. We have also met with 
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hundreds of U.S. and foreign businesses, official agencies, and 
individuals affected by the sanctions, in addition to responding 
to several thousand telephone inquiries and pieces of 
correspondence. Additionally, we have an ongoing program in 
place with foreign governments and their embassies which enables 
us to act in concert with all governments worldwide to ensure the 
uniform application of all U.N. resolutions. 

On August 3, we issued a press release announcing the first 
of a series of general licenses designed to address many of the 
most immediate and pressing problems relating to the freeze. 

Most of these licenses addressed the need to safeguard and 
preserve the value of the frozen assets and investments without 
causing unnecessary and irreparable harm to the interests of 
innocent third parties, including those of many U.S. businesses 
and individuals and of the legitimate Government of Kuwait. 

The need to quickly address these complicated and fact- 
intensive problems proved especially critical with respect to the 
Kuwaiti assets since the freeze was intended primarily as a 
protective measure, and complete immobilization of the Kuwait 
governmental assets in the United States for a prolonged period 
would have diminished their value and disrupted a number of 
markets . 

These initial licenses addressed problems such as: what to 

do about Iraqi and Kuwaiti oil already en route to the United 
States on the effective date; how to complete or unwind variously 
affected financial or securities transactions entered into prior 
to the effective date; what types of transactions or investments 
by blocked companies or investment portfolios owned or controlled 
by the Government of Kuwait to allow to continue unimpeded; and 
what to do about payments due under letters of credit involving 
U.S. banks for goods or services exported to Iraq or Kuwait prior 
to the effective date. These general licenses, as well as the 
specific licenses we have issued on a case-by-case basis, have 
been carefully crafted to ensure that transactions permitted 
thereunder are consistent with the objectives of the sanctions 
and do not confer any realizable benefit on the Government of 
Iraq. These licenses have been fully incorporated into a 
comprehensive body of implementing regulations published on 
November 30, 1990, for Kuwait and on January 18, 1991, for Iraq. 

Very early in the program we began meeting regularly with 
Kuwaiti Embassy officials to begin the process of identifying and 
clarifying the status of Kuwaiti-owned entities around the world, 
licensing limited operation of Kuwait entities within U.S. 
jurisdiction under the effective control of legitimate 
governmental authorities, and generally coordinating the efforts 
of our respective governments concerning the sanctions. We 
received excellent cooperation from the Kuwaiti authorities. 

This proved to be an understandably painstaking and tedious 
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process inasmuch as the legal, financial, and commercial 
information required to make these determinations must be precise 
and accurate. Moreover, this information must be obtained from 
various locations worldwide and some of the records were 
destroyed or were under the control of Iraqi authorities. 

In the first few weeks, our efforts regarding Kuwait focused 
heavily on identifying and clarifying the status of Kuwaiti-owned 
banks and financial institutions and communicating this informa- 
tion through the Federal Reserve System. By October 4, we were 
able to issue a general notice clarifying the status of 94 major 
banking and non-banking entities or corporate groups operating in 
the United States. 

Obviously, no such assistance was forthcoming from the 
Government of Iraq. In identifying and blocking Iraqi assets, 
both in the U.S. and worldwide, FAC has relied upon the coopera- 
tion of allied governments, other Federal agencies, the business 
community, and the investigative efforts of its own staff. 


The Nature of the Property Blocked 

The Kuwaiti and Iraqi government-owned assets frozen by the 
August 2 Executive orders were substantial. The frozen Kuwaiti 
investments totalled in the billions of dollars and consisted 
primarily of bank deposits, debt and equity securities (involving 
both direct investment and portfolio holdings) , and real estate. 
Most of these assets were owned or controlled by licensed Kuwaiti 
governmental entities such as the Kuwait Investment Office and 
the Kuwait Investment Authority. The blocked Iraqi assets in 
Government of Iraq designated accounts will total more than a 
billion dollars. They are primarily bank deposits and blocked 
oil payments. On February 11, 1991, we initiated a formal census 
or inventory of these blocked assets as well as U.S. financial 
claims against Iraq by publishing in the Federal Register 
regulations requiring the filing of reports by all U.S. holders 
of Iraqi property and U.S. claimants against Iraq as to the full 
extent of such assets and claims. The inventory of blocked Iraqi 
assets has not yet been completed; thus a total value is not yet 
available. 

In addition to the publication of the list of Specially 
Designated Nationals, which I will describe momentarily, six 
individual blocking actions have been taken to identify property 
not clearly known to the public as property of the Government of 
Iraq. 


Iraqi-Owned or -Controlled Companies 
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Through information obtained by FAC from readily available 
public sources, as well as from the domestic and international 
intelligence communities, we have undertaken a major initiative 
to identify front companies and agents used to acquire 
technology, equipment, and other resources for Iraq. This is 
called the Specially Designated Nationals or "SDN” program. As 
in the case of current sanctions against Cambodia, Cuba, Libya, 
North Korea, and Vietnam, FAC has the authority to "specially 
designate" — i.e., to identify publicly and to block — any person, 
whether an individual or a business, directly or indirectly owned 
or controlled by the Government of Iraq, or who acts or purports 
to act for or on its behalf. 

The term "specially designated national" is not used in the 
Iraqi Sanctions Regulations (31 C.F.R. Part 575, 56 Fed . Rea . 

2112 (January 18, 1991) ("ISR") . Such designation relies rather 
on the definition of the Government of Iraq provided by Section 
575.306 of the ISR: 

The term "Government of Iraq" includes: 

(a) The state and the Government of Iraq, as well 
as any political subdivision, agency, or 
instrumentality thereof, including the Central Bank of 
Iraq; 


(b) Any partnership, association, corporation, or 
other organization substantially owned or controlled by 
the foregoing; 

(c) Any person to the extent that such person is, 
or has been, or to the extent that there is reasonable 
cause to believe that such is, or has been since the 
effective date [August 2, 1990], acting or purporting 
to act directly or indirectly on behalf of any of the 
f or ego ing ; and 

(d) Any other person or organization determined by 
the Director of the Office of Foreign Assets Control to 
be included in this section. 


In practice, a Specially Designated National of the 
Government of Iraq ("Iraqi SDN") is an Iraqi government body, 
representative, agent, intermediary, or front (whether overt or 
covert) that is located outside Iraq and functions as an 
extension of the Government of Iraq. It may be a firm created by 
the Iraqi government, or it may be a third-country company that 
otherwise becomes owned or controlled by the Iraqi government, or 
that operates for or on behalf of the Government of Iraq. 
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August 2, and which continued in the weeks and months to follow. 
The incredible demands placed on the Office by the Iraqi 
emergency occupied every member of my staff and resulted, 
unfortunately but necessarily, in a temporary suspension of much 
of our important work in the various other sanctions programs 
currently in effect. The American people have every reason to be 
proud, as I am, of this loyal and dedicated cadre of individuals 
who worked literally around-the-clock, putting aside their 
personal lives to perform countless hours of uncompensated 
service, under very difficult conditions, to put the new 
sanctions program in effect and make them work as intended. The 
workload demands of the Iraqi and Kuwaiti programs more than 
equalled that of all other sanctions programs combined, but 
international crises are seldom predictable, nor is the workload 
they create. Ultimately, we were fortunate to be able to get 
personnel detailed to us from other agencies and got the job 
done. 


Monitoring of Government-Controlled Banks 

Under the Executive orders, as well as the Kuwaiti Assets 
Control Regulations and the Iraqi Sanctions Regulations, the 
definitions of Government of Kuwait and Government of Iraq 
include the central bank of each country. For this reason all 
assets of the Central Bank of Kuwait and the Central Bank of Iraq 
that were in the control of a U.S. person were blocked from 
August 2, 1990. Secondly, any transaction between these entities 
and any U.S. person required the authorization of FAC. Where 
transactions affecting the assets of the Central Bank of Kuwait 
or the Central Bank of Iraq occurred pursuant to FAC authoriza- 
tion, reports were required to ensure that the transactions were 
carried out in a manner consistent with the authorization. The 
Government of Kuwait complied fully with the requirements to 
report regularly on the assets of the Central Bank of Kuwait 
which were subject to U.S. jurisdiction. 


It is a pleasure to appear before this committee again. I 
will be pleased to respond to any questions. 


##### 
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Office of Foreign Assets Control 

31 CFR Part 575 

Iraqi Sanctions Regulations 

agency: Office of Foreign Assets 
Control. Department of the Treasury. 
action: Final rule; List of specially 
designated nationals of the Government 
of Iraq; List of vessels registered, owned 
or controlled by the Government of Iraq. 

summary: The Iraqi Sanctions 
Regulations (the “Regulations”) are 
being amended to add a new appendix 
A and a new appendix B to the end 
thereof. Appendix A contains the list of 
Individuals and Organizations 
Determined to be Within the Term 
“Government of Iraq" (Specially 
Designated Nationals of Iraq). The list at 
Appendix A contains the names of 
companies and individuals which the 
Director of the Office of Foreign Assets 
Control has determined are acting or 
purporting to act directly or indirectly 
on behalf of the Government of Iraq. 
Appendix B contains the names of 
merchant vessels registered, owned. or> 
controlled by the Government of Iraq. 
These lists may be expanded or 
amended at any time. 

EFFECTIVE DATE April 3. 1991. 
addresses: Copies of these lists are 
available upon request at the following 
location: Office of Foreign Assets 
Control, U.S. Department of the 
Treasury. Annex. 1500 Pennsylvania 
Avenue NW., Washington. DC 20220. 
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FOR FURTHER INFORMATION CONTACT; 

Richard J. Hollas. Chief. Enforcement 
Section. Office of Foreign Assets 
Control. Te!.: (202) 566-5021. 
supplementary INFORMATION: The Iraqi 
Sanctions Regulations. 31 CFR part 575 
(56 FR 2112. Jan. 18. 1991. the 
“Regulations'*) were Issued by the 
Treasury Department to implement 
Executive Orders No. 12722 and 12724 of 
August 2 and August 9. 1990. in which 
the President declared a national 
emergency with respect to Iraq, invoking 
the authority, inter alia, of the 
International Emergency Economic 
Powen Act (50 US;C. 1701 et seg.) and 
the United Nations Participation Act (22 
U.S.C. 287c). and ordered specific 
measures against the Government of 
Iraq. 

Section 575.306 of the Regulations 
defines the term “Government of Iraq" 
to include: 

(a) The state and the Government of 
Iraq, as well as any political 
subdivision, agency', or instrumentality 
thereof, including the Central Bank of 
Iraq: 

(b) Any partnership, association, 
corporation, or other organization 
substantially nwued nr controlled by the 
foregoing: 

(c) Any person to the extent that such 
person is. or has been, or to the extent 
that -there is reasonable-cause to believe 
that such person is. or has been, since 
the effective date, acting or purporting to 
act directly or indirectly on behalf of 
any of the .foregoing: and 

(d) Any other person or organization 
determined by the Director of the Office 
of Foreign Assets Control to be included 
within this section. 

Determinations that persons fall 
within this definition are effective upon 
the date of determination by the 
Director. Office ofForeign Assets 
Control (“FAC"). Public notice is 
effective upon the date of publication or 
upon actual notice, whichever is sooner. 

This rule adds appendix A to part 575 
to provide public notice of a list of • 
persons, known as “specially designated 
nationals" of the Government oHraq. 
The list consists of companies and 
individuals whom the Director of the 
Office ofForeign Assets Control has 
determined to be owned or controlled 
by or to be acting or purporting lo act 
directly or indirectly on behalf of the 
Government of Iraq, and thus fall within 
the definition of the “Government -of 
Iraq" contained in $ 575.306 of the 
Regulations. The persons included in 
appendix A are -subject to all 
prohibitions applicable to other 
components of the Government of Iraq. 
All unlicensed transactions with such 


persons, or In property in which ihey 
have an interest are prohibited. 

The list of specially designated 
nationals is a partial one. since FAC 
may not he aware of all the persons 
located outside Iraq that might be 
owned or controlled by the Government 
of Iraq or acting as agents or .front 
organizations for Iraq, and which thus 
qualify as specially designated nationals 
of the Government of Iraq. Therefore, 
persons engaging in transactions may 
not rely on the fact that any particular 
person is not on the specially designated 
nationals list as evidence that it is not 
owned or controlled by. or acting or 
purporting to act directly or indirectly 
on behalf of. the Government of Iraq. 

The Treasury Department regards it as 
incumbent upon all U3. persons to take 
reasonable steps to ascertain for 
themselves whether persons they enter 
into transactions with are owned or 
controlled by the Government -of Iraq or 
are acting or purporting to act on its 
behalf, or on behalf of other countries 
subject to blocking (at present, 
Cambodia. Cuba. Libya. North Korea, 
and Vietnam). 

This rule also addsappendixB to part 
575 to provide public notice of a list of 
merchant vessels which the Director of 
the Office of Foreign Assets Control has 
determined to be registered, owned, or ' 
controlled by the Government of Iraq or 
by persons acting or purporting to act 
directly or indirectly on behalf of the 
Government of Iraq, pursuant to 
5 575.306 of the Regulations. The 
merchant vessels included in appendix 
B constitute blocked property in which 
the Government of Iraq has an interest 
and are subject to all the prohibitions 
applicable to the Government of Iraq. 

No U.S. person may engage in any 
unlicensed transaction involving these 
vessels. 

The list of Government oflraq- 
flagged. owned, or controlled vessels is 
a partial one. since FAC may not be 
aware of all merchant ships registered, 
owned, or controlled by the Government 
of Iraq or by persons located outside 
Iraq that may be acting as agents or 
front organizations for Iraq who fall 
within the definition of ““Government of 
Iraq." Therefore, persons engaging in 
transactions may not rely on the fact 
that any particular vessel is not on the 
list as evidence that it is not owned or 
controlled by the Government of Iraq. 
The Treasury Department regards it as 
incumbent upon all U.S. persons to take 
reasonable steps to ascertain for 
themselves whether such vessels are 
registered, owned, or controlled by Iraq 
or by other countries subject to blocking 
or transportation*related restrictions (at 


present. Cambodia. Cuba. Libya. North 
Korea, and Vietnam). 

Section 586E of the Iraq Sanctions Act 
of 1990. contained in the Foreign 
Operations Authorization and 
Appropriations Acl of 1990. dated 
November 5. 1990. 104 StaL 1979. 
provides for civil penalties not to exceed 
S250JXX)idr violations of the Regulations 
and fines of up to ¥1.000.000 and 
imprisonment for up 4o 12 years for 
willful violations of the Regulations. In 
addition, section 5(b) of the United 
Nations Participation Act of 1945 (22 
U.S.C. 287c(b]) provides for the 
forfeiture of any property involved in a 
violation of the Regulations. 

List of Subjects in 31 CFR Part 575 

Banks. Banking. Exports. Imports. 

Iraq. Kuwait. Loans. Penalties. Reporting 
and recordkeeping requirements. 

1. The authority citation for part 575 
continues to read as follows: 

Authority. SO U.S.C 1701 et «e?.: S0US.C 
1601 et seq. 22 U.S.C. 287c Public Lsw 101- 
513. KM StaL 2047-S5 (Nov. 5. 1090); 3 U.S.C. 
301: E.0. 12722. 55 FR 31803 (Aug. 3. 1990): 

E.0. 12724. 55 FR 33089 (Aug. 13. 1990). 

2. Appendices A and B to part 575 are 
added lo read as follows: 

Appendix A— Individuals and 
Organizations Determined To Be 
Specially Designated Nationals of the 
Government of Iraq 

Please note that addresses of companies 
end persons may change. The addressea 
listed below are the last ones known lo the 
Office of Foreign Assets Control. Where an 
address is not listed or someone wishes to 
check for latest address information, the 
Office of Foreign Assets Control will assist 
with soy updated informs u on m its 
possession. 

Companies 

1. Admincheck Limited. 1 Old Burlington 
Street London. England. United Kingdom 
Z Advanced Electronics Development JUcL 3 
Mandeville Place. London. England. United 
Kingdom 

3. AJ-Arabi Trading Company Limited. Lane 
11. Hai Babil. Baghdad District 92S. Iraq 

4. Al-Rafidain Shipping Company. Bombay. 
India 

5. The Arab Petroleum Engineering Co m p any 
Ltd-. Amman. Jordan 

6. Arab Projects Company S.A Ltd.. P.O. Box 
1318. Amman. Jordan 

P.O. Box 7939. Beirut. Lebanon 
P.O. Box 1972. Riyadh. Saudi Arabia 

7. ArabTrans Trade Co. SJLE.. 36. Kaft 
Abdou Sueet Rouchdy. Alexandria 481 
638. Egypt 

8. Archi Centre I.C.E. Limited. 3 Mandeville 
Place. London. England. United Kingdom 

9. Archiconsult Limited. 128 Buckingham 
Place. London 5. England. United Kingdom 
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10. Associated Engineers. England. United 
Kingdom 

!’• A/IX International Ltd., f/k/a RWR 
International Commodities. 3 Manoeville 
Place. London. England. United Kingdom 
12. Atlas Air Conditioning Company Limited. 
55 Roebuck House. Palace Street* London. 
England. United Kingdom 
33. Atlas Equipment Company Limited. 55 
Roebuck House. Palace Street. London. 
England. United Kingdom 

14. A.WA Engineering Limited. 3 Mandeville 
Place. London. England. United Kingdom 

15. Banco Brasileiro-lroquiano S.A., Praca Pio 
X. 54-100 Andar. CEP 20091. Rio de Janeiro. 
Brazil {Head office and city branch) 

18. Bay Industries. Inc. 10100 Santa Monica 
Boulevard. Santa Monica. California. 
^United States 

1". Dominion International. England. United 
Kingdom 

18. Endshire Export Marketing. England. 
United Kingdom 

19. Euromac. Ltd.. 4 Bishops Avenue. 
Northwood. Middlesex. England. United 
Kingdom 

20. Euromac European Manufacturer Center 
^ SRL Via Ampere 5. 20052 Monza. Italy 

21. Euromac Transport! International SRL. 

Via Ampere 5. 20052 Monza. Italv 

22. Falcon Systems. England. United Kingdom 

23. Geodesigns. England. United Kingdom 

24. Investacast Precision Castings. Ltd* 112 
City Road. London. England. United 
Kingdom 

25. LP.C International Limited. Eng land. 
United Kingdom 

28. I.P.C. Marketing Limited. England. United 
Kingdom 

27. Iraqi Airways. Saddam International 
Airport. Baghdad. Iraq 
Opemnng 8. 1010 Wien. Vienna. Austria 
General Service Agent. Bangladeshi-owned 
Travel Agency. Dhaka, Bangladesh 
Rio de Janeiro.'Brazil 
jianguomenwai Diplomatic Housing 
Compound. Building 7-1. 5th Floor. 
Apartment 4. Beijing. People’s Republic of 
China 

Prague Airport. Prague. Czechoslovakia 
Nekaxanka 3. Prague 1. Czechoslovakia 
Copenhagen. Denmark 
Main Eisenhuttenplatz 26. Frankfurt 6. 

Germany 
Rente. Italy 
Tokyo. Japan 
Casablanca. Morocco 
The Netherlands 

27. Ulica Crojecka. Central Warsaw. Poland 
Tunis. Tunisia 
Ankara. Turkev 
Moscow. U.S.S.R. 

Abu Dhabi. United Arab Emirates 
4 Lower Regent Street. London SW’lY 4P. 
United Kingdom 

5825 W. Sunset Blvd. -218. Los Angeles. 

California 9002B. United States 
25040 Southfield Road, Southfield. Michigan 
48075. United States 
Building 68. J.F.K. International Airport. 

Jamaica. New York 11430. United Slates 
3211 Avenue of the Americas. New York. 

New York 10036. United States 
Sanaa. Yemen 
Belgrade. Yugoslavia 


28. Iraqi Allied Services Limited. England, 
United Kingdom 

29. Iraqi Freight Services Limited England 
United Kingdom 

30. Iraqi Reinsurance Company. 31-35 
Fenchurch Street. London EC3M 3D. United 
Kingdom 

31. Iraqi State Enterprise for Foodstuffs 
Trading. P.O. Box 1308. Colombo 3, Sri 
Lanka 

P.O. Box 2839. Calcutta 700.001. India 

32. Iraqi State Enterprise for Maritime 
Transport. Bremen. Germany 

Amman. Jordan 

33. L-aqi Trade Center. Dubai. United Arab 
Emiratea 

34. Keendoud Limited 11 Catherine Place. 
Westminister. London. England United 
Kingdom 

35. Matrix Churchill Corporation. 5903 HaTper 
Road, Cleveland Ohio 44139. United States 

36. Meed International Limited. 3 Mandeville 
Place. London. England. United Kingdom 

37. Pandora Shipping Co* S.A.. Honduras 

38. Petra Navigation 8 International Trading 
Co. Ltd., W'hite Star Building., P.O. Box 
8362. Amman, Iordan 

Armoush Bldg.. P.O. Box 485. Aqaba. Jordan 
18 Huda Sharawi Street. Cairo. Egypt 
Hai A1 Wahda Mahalat 906. 90S Zuiak 50. 
House 14. Baghdad Iraq 

39. PMK/QUDOS (Liverpool Polytechnic). 
England United Kingdom 

40. Rafidain Bank. New Banks* Street. P.O. 
Box 11360. Massarif. Baghdad Iraq (227 
branches in Iraq) 

P.O. Box 807, Manama. Bahrain (2 branches 
in Bahrain) 

114 Tahreer Str. Eldukki. P.O. Box 239. Omran 
Ciza. Cairo. Egypt 

P.O. Box 1194. Cinema al-Hussein Street, 
Amman. Jordan 
P.O. Box 685. Aqaba. Jordan 
P.O. Box 815401. Jabal Amman. Jordan 
Mafraq. Jordan 

2nd Floor Sadat Tower. P.O. Box 1891. Beirut, 
Lebanon (2 branches in Lebanon) 

Sheikh Khalifa Street. P.O. Box 2727. Abu 
Dhabi. United Arab Emirates 
Rafidain Bank Building. 7-10 LeadenhsU 
Street. London EC3V iNL. United Kingdom 
P.O. Eox 10022. Sanaa. Yemen Arab Republic 

41. Rajbrook Limited. England. United 
Kingdom 

42. Reynolds and Wilson, England. United 
Kingdom 

43. S.M.I. Sewing Machines Italv SPA* Italy 
♦4. Sollatek. England. United Kindgom 

45. Technology and Development Croup Ltd* 
Centric House 390/391. Strand. London, 
England. United Kingdom 

46. T.E-G. Limited. 3 Mandeville Place. 

London. England. United Kingdom 

47. T.M.G. Engineering Limited. Castle Row. 
Horticultural Place. Chiswick. London. 
England. United Kingdom 

48. T N K Fabrics Limited. England. United 
Kingdom 

49. Trading & Maritime Investments. San 
Lorenzo. Honduras 

50. U.l. International. England. United 
Kingdom 

51. UNLMAS Shipping. 138 El Geish Road. 


P.O. Box 44. Alexandria. Egypt 

52. Whale Shipping Ltd., c/o Government of 
Iraq. State Organization of Ports. Maqal. 
Basrah. Iraq 
Individuals 

1. Abbas. Abdul Hussein. Italy 

2. Abbas. Kaasim. Italy 

3. Abraham. Trevor. England. United 
Kingdom 

4. Ahmad. Rasem. P.O. Box 1318. Amman. 
Jordan 

5. Ahmad. Wallid Issa. Iraq 

8. Al-Amiri. Adnan Talib Hassim. 43 Palace 
Mansions. Hammersmith. London. England. 
United Kingdom 

7. Al-Azawi. Dafir. Iraq 

8. Al-Dajani. Leila N.S* P.O. Box 1318. 
Amman, jordan 

9. Al-Dajani. Nadim S* P.O. Box 1318, 

Amman, jordan 

10. Al-Dajani. Sa’ad. P.O. Box 1318. Amman. 
Jordan 

11. Al-Habobi. Dr. Safa Haji J* Flat ID 
Thomey Court, Palace Cate. Kensington, 
England. United Kingdom 

12. Ali. Abdul Mutalib. Germany 

13. Allen. Peter Francis. “Greys". 36 
Stoughton Lane. Stoughton. Leicestershire. 
England. United Kingdom 

14. Al-Ogaily, Akram H* Fiat 2. Sl Ronona 
Court. 63 Putney Hill. London. England. 
United Kingdom 

15. Amaro. Joaquim Ferreira. Praca Pio X, 54- 
10* Andar. CEP 20091. Rio de Janeiro, 

Brazil 

16. Armoush. Ahmad. W'hite Star Bldg.. P.O. 
Box 6362. Amman. Jordan 

17. Armoush, Ali. W'hite Star Bldg* P.O. Box 
8362. Amman. Jordan 

18. Aziz. Fouad Hamza. Pracia Pio X. 54-10* 
Andar. CEP 20091. Rio de Janeiro. Brazil 

19. Daghir. Ali Ashour. 2 Western Road, 
W’estem Greer.. Thames Ditton. Surrey. 
England. United Kingdom 

20. Fattah, Jum’a Abdul. P.O. Box 1318. 
Amman, jordan 

21. Hand. Michael Brian. England. United 
Kingdom 

22. Henderson. Paul. 4 Copt Oak Close. Tile 
Mill. Coventry. Warwickshire, England. 
United Kingdom 

23. Jon. Hana Paul. 1 9 Tudor House. Windsor 
W'ay. Brook Green. London. England. 

United Kingdom 

24. lume’an. Ceorge. P.O. Box 1318. Amman. 
Jordan 

25. Kaahum. Dr. Fadel Jawad. c/o Alvanev 
Court. 250 Finchley Road. London. England. 
United Kingdom 

26. Khoshaba. Robert Kambar. 15 Harefield 
Road. Maidenhead. Berkshire. England. 
United Kingdom 

27. Mohamed. Abdul Kadcr Ibrahim. 
Jianguomenwai Diplomatic Housing 
Compound. Building 7-1. 5th Floor. 
Apartmeni 4. Beijing. People’s Republic of 
China 

28. Omran. Karim Dhaidas. Iraq 

29. Raouf, Khalid Mohammed. Praca Pio X. 
54-10* Andar. CEP 20091. Rio de Janeiro. 
Brazil 

30. Ricks. Roy. 87 S;. Mary’s Frice. Benfiect. 
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Essex. England. United Kingdom 
:*. Schmitt Rogt-no Eduardo. Praca Pio X. 
N*— 10* Andar. CEP 20001. Rio de Janeiro, 
bra::! 

22 S:m. Cilber.o F.. Praca Pio X. 54-10* 
Andar. CEP 20091. Rjo de Janeiro. Brazil 
32 Souza. Francisco Antonio. Praca Pio X. 
■>~10* Ar.dar. CEP 2O091. Rio de Jar.tro. 
Brazil 
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34. Speckman. Jeanine. England. United 
Kingdom 

35. Tall. Aktham, P.O. Box 13ie. Amman. 
Jordan 

36. Taveira. A. Am&ldo G.. Praca Pio X. 54- 
10* Andar. CEP 20091. Rio de Janeiro. Brazil 

37. Zahran. Yousuf. P.O. Box 1218. Amman. 
Jordan 
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APPENDIX B— Merchant Vessels 
Registered, Owned. Or Controlled by the 
Government of Iraq or by Persons 
Acting Directly or Indirectly on Behalf or 
the Government of Iraq 

• All ships listed or Iraqi-flagged 
unless otherwise indicated. 

• "S/A" is listed where information is 
not available. 


Vassal name | Snip typa | DW7 j Call sgn | Q*her 


1 Am 2 s! Ah 1 

1 

Tkr 

DC.330 ' 

HNAZ 

Iraq, CM Tankers Company. Basrah. Iraq 

2 A1 Annar 1 

Tug 

N/A 1 

YlAV 

Govammant o< tha Rapubke o« Iraq Mansgeo by me Suite Organization 

2 At Fan j 

Rat 

J 

YIAN 

of traq< Pons. Basrah. Iraq 
Stats Org o» Iraq, Pons. 

4 At Karima* 1 

Tkr 

12.682 • 

HN'KM 

Iraqi CM Tankars Comoany 


Taf 

7.155 i 


Iraqi On Tankars Comoany. 


YcW 

1.223 i 

HNMR 

Iraqi Stata Enterprise for Water Transport 


Aw 

4 649 j 

YIMD 



Aw 

1.219 

YtAS 


6 AJ ha|a< ... 1 

Svc ... .. . 

4.740 ! 

YIN? 

Stata Org of tr#q= Pons. 

It Al Near . ! 

Svc 

2.444 1 

DDRH 

Stata Org ot Iraqi Pons. 


Taf 

1.502 1 

HNNR 



Tug .... 

320 ! 

YiAW 



Tug 

320 

YIAI 



Svc 

304 ! 

YIBs 


iSAIRataa j 

Taf 

S44 1 

YIBA 


1£ Al Snumookh 1 

Tug 

375 

N/A 


Al Wa ... ! 


N/A 

Y.=P 


It AJ ran I 

Tu; 

N/A 




Cpa 

3.549 

HNZW 


J i AI.Alf.aa .. i 

Tug 

375 



2 1. Al-Armrt 

Tug ._ 





Tkr 




23 Ai-Bakr„ 







1 K2 

hnhb 


2£ AJ.Fntivar 

Tug 




2& ACMat far. 

Tug 




2? AMCsnkh 

Tug 

368 



26 ACKnaUi Ai-Aradi 

Sue 









30. ACOadiuya 


100 



31. AUtecsata _ 

1 Tug 

368 

yirf 







33 Al.Thimar . 1 

1 Tkf 

524 

ytth 

Stata Org. of Iraqi Pons. 

3* ACWandah 

Tug . 

149 

YIWH 

Stata Org. ol fraqi Pons 

Aias.- 

Brg 

1.662 

1 MND3 | 

kaoi Suit Eniarpnsa tor Watai Transport Formerly tha Sanabut. 

36 Ateoreesi .... 


3.550 

1 HNlD 

traqi Stats Eniarpnsa tor Watai Transport 

2” AltaraP, 

Cgo 

•.342 

HNFB 

trap Siaia EnwpnH to* Waiar Transport 

36 Atiaramdi.. _ 

Tkr 

149.441 

HNFR 

Iraqi Oil Tankars Company. 

30 AH«*a. _. .... 

Brg 

1.662 

HN C D 

traq> Stata Eniarpnsa tor Watar Transport Formerly tha Sriowat 

40 Atkhanaaa 

Cgo „... 

3.525 

MNKN 

Iraqi State Eniarpnsa tor Waier Transport 

av AikmOi 

Cgo „.. 

8.342 

MNKI 

Iraqi Sunt Eniarpnsa tor Water Transport 

42 Aimuuansmyan 

Tkf 

1 55.210 

HNMS 

traq< OM Tankers Company. 

43 AimuianaOCx 

Tkr 

130.241 

HNMB 

traqi Ok Tankers Company. 

44 Alnaiaf 

Svc 

4.740 

YIN- 

State Org ot trao< Pons 

45 Aiqaon/yan 

Tkr 

155.210 

1 HNOS 

Iraqi Oil Tankars Company. 

46. Alauma/Mi , . 

Svc 

6.977 

Y1SD 

State Org ot trao< Pons. 

47. Alttaawin Al»r«*v 


13.634 

HSAI 

Iraqi State Enterprise tor Water Transport 

4» Aiwa*isa...„ 

Big ZZZ'Z. 

1.66? 

• HNAD 

Iraq* Stsia Eniarpnsa to* Watar Transact 

45 Aiwa SC. 

. CC3 

{ 8.343 

i H NWS 

Iraq* Stale Eniarpnsa tor Watar Trancpot 

60 . Alvarmu* ... 

. Taf 

149.371 

j HNYK 

Kao. o>: Tankers Company 

«.•. S'— i-va,? 


i 4.6*0 

• v;2fi 

1 Stale Orp of iraq< Pots. 

?r Am.iry an 

1 Tc ZZZZZZZI. 

155.210 

! HN AM 

j Iraqi O* 1 Tan«e*s Company. 

«T A mar a 


506 

YIBD 

| Stale Org of iraQ' Ports 

54 A maw 

i T ug 

320 

YlBB 

State Org of Iraq* Pons 

ct > dafi« Gurgur 

j Tkf 

36.397 

MNGR 

iraq> Oil Tankars Company. 

56 Ba&ylon _... 


13.656 

HNSB 

Iraq, Stata Enierpnae lor Water Transport 

57 Badr 7 

£R Bagnoad 

’ fltzzzzzz. 

Svc ... 

647 

2.900 

N/A 

YlAD 

Govammant of me Repubkc of Iraa. Ministry of Oi.. State Company lo* 
Ou Protects. Bagnoad. Iraq (Hag Saudi A/atxaj 
State Org of Iraqi Pons. 

55 Baghdad... . 

1 rpn 

13.656 

HNB0 

Iraoi Stsia Eniarpnsa tor Water Transpon 

6C Baioees 

1 RO/RO 

3.965 

HN9C 

State Orgarazauon of Iraqi Govammant 

R>vi 

J Svc 

2.906 

YIAB 

Stale 0*g of Iraqi Pons. 

62 Basra*. _ _ 

i ego..: 

13.656 

MNBS 

Iraqi State Enterprise to* Water Transport 

£5 Rimirgiin 

; Tkr .. 




64 Damascus ...... 

* Tug::::::::::::::... 

Awr 

149 

| YlDS 

Stale 0*g of kaqi Pons 

£5 Da mar, Ganevmam X71R 

N/A 

1 N/A 

Stale 0*g of iraoi Pons. 

Daman Omnerwi, £717 > S.r 

N/A 

| N/A 

Stata Org of traqi Pons 

67 Daman Gonncnam 5716 

Svc — 

N/A 

1 N/A 

Stata Org of Iraq- Pons 
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Vessel name 


Snptype 


142. 

143 


Sun*? Launch No. 1... 
Survey Launch No 2... 
S u<vey Launch No. 3... 
TaOmaf._ 

». Tehret 


145 

146. 

147. Tam ton Zryed 

14*. Thaaqar 

149. Ur 

ISC. Wort Boat No. 6 

151. 

152. 

153. 

154. 

155. 

156. 

157. 

159. 

159. 

160. 


!. Vartou 31 „ 
I. Y Quartan... 


l. 2am Ai Omw, 
>. Zamxam — 


TW..™ 

Sve.™ 


Tar™ 

Tog- 

Tufl™ 

Brg_ 

Svc„ 


Tuo- 

Cgo_. 


Tar™ 

C«0™ 


OV.T 


N/A 

N/A 

N/A 

3.627 

4.649 

116.139 

220 

368 

N/A 

N/A 

N/A 

366 

9.247 

544 

3.549 

N/A 

1.502 

1.502 

1.502 


Cali ngn I 


CVnar 


N/A 

N/A 

N/A 

HNTD 

YTTR 

MNTZ 

YIAC 

YIUR 

N/A 

N/A 

N/A 

YIVN 

HNZO 

YiAZ 

MNZN 


Stole Org o! Iraq- Pons. 

Siaie Org oi ha» Pons 
Stole Org. of kao* Pons. 

Kao Oil Tanaars Company. 

State Org of Iraqi Pons. 

Iraqi OH Tanaars Company. 

State Org. of Iraqi Pons. 

Stale Org. of Iraqi Pons. 

Sute Org. of Iraqi Pons. 

State Org. of Iraqi Pons. 

Iraqi State Company lor Oil Projects (flag: Saudi Arabia). 
State Org. of lraq< Pons. 

Iraqi State Enterprise tor Water Transport 
State Org of Iraqi Pons. 

Iraqi State Enterprise tor Water Transport. 

State Org. e> Iraqi Pons. 

Iraqi Oil Tankers Company. 

Iraqi Oil Tankers Company. 

Iraqi Oil Tankers Company. 


Dated: March 13. 1991. 

R. Richard Newcomb. 

Director. Office of Foreign Assets Control. 

Approved: March 15. 1091. 

John P. Simpson. 

Acting Assistant Secretory. (Enforcement). 
[rR Doc. 91-7795 Filed 4-1-91; 6:45 am] 

BtUJNG COOC M10-7S-M 
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PARTIAL TEXT OF REMARKS OF DR. STEPHEN D. BRYEN 
PREPARED FOR DELIVERY TO THE COMMITTEE ON BANKING, 
FINANCE AND URBAN AFFAIRS, April 9, 1991 


Between 1981 and 1988 I served as Deputy Under Secretary of Defense 
for Trade Security Policy and as Director of the Defense Technology Security 
Administration. During part of my tenure my agency was involved in export 
license cases for Iraq. 

From 1985 until I left in 1988 the Defense Technology Security 
Administration objected to about forty percent of the licenses that came before 
it for Iraq. This is an extraordinarily large number of objections. Comparably, 
the objection rate for the Soviet Union runs at about five percent; even when 
"approvals with conditions" are added in for the USSR, the overall rate comes 
to less than half the turn down rate for Iraq. 

Generally speaking, most of our strongest objections for Iraq concerned the 
potential use of the exported goods for Iraq’s nuclear program, for missile testing 
and construction, and for chemical and biological weapons development. 
Examples include special computers for missile testing, analytical instruments 
best suited for chemical and biological weapons development, satellite and 
airborne surveillance equipment to accurately locate distant targets, and furnaces 
for Iraq's nuclear weapons development program. 

In most cases when we raised these issues in the system we ran into strong 
opposition from both the Commerce Department and the State Department. In 
July, 1987 on the urging of the State Department, the National Security Council 
directed us to be "more forthcoming” in respect to Iraq. The NSC singled out 
a number of the cases we had held up, and urged us to revisit them. We 
decided, in all but two or three of the cases identified by the NSC, to stick by 
our guns and not give in because we had evidence the technology was going into 
strategic military programs. 

There is no doubt that United States policy was heavily "tilted" toward 
Iraq. Our argumentation, therefore, was aimed at clarifying what our policy was 
in respect to military end use of dual use technology by Iraq. We tried to 
establish that, even in cases where there might be a military end use, that any 
use for non-conventional weapons (e.g., chemical, biological or nuclear) or for 
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their delivery systems (the Missile Technology Control Regime) needed to be 
prevented because of our legal and international responsibilities. 

It is important to keep in mind that official U.S. policy was that we would 
not provide militaiy support either to Iran or Iraq. While we might be prepared 
to help Iraq in a wide variety of other ways, military support was not allowed. 
For that reason we never sold any weapons to Iraq. Dual use equipment that can 
be used to manufacture arms we regarded as the same as the sale of arms. 

Obviously our policy did not mean anything to either the Commerce 
Department or the State Department. The Commerce Department, with State 
Department backing in some instances, was routinely approving sales of military 
technology and goods including helicopters, military trucks, special electronic 
equipment to the Iraqi Air Force -even machines to repair jet engines and 
damaged rocket casings! In literally all of these cases my agency in the Defense 
Department was not told about these transactions. 

It is important to note that the United States is obliged to follow the 
Nuclear Non Proliferation Act, the Geneva Conventions on Chemical and 
Biological Warfare and, after 1987 the Missile Technology Control Regime. 
There is no doubt in my mind that these instruments were violated in spirit and 
in fact by public officials who were more interested in appeasing a dictator in 
Iraq then conforming to international law and approved policy. 

Why is it that this was allowed to go on and we did not carry out our 
international obligations or execute our stated policy on non-proliferation? 

On one level the evidence shows that our non-proliferation policy was 
inoperative. We didn’t take it seriously; the people in charge of it had very little 
idea of how to apply it; allies and friends around the world quite rightly 
questioned our sincerity about arms proliferation. Indeed our excesses turned out 
to be quite modest when compared to the performance of many of the European 
countries. Having no reason to find us credible. Western Europe supplied an 
incredible amount of sophisticated technology and helped Iraq in its missile 
programs, nuclear reactor and weapons programs and in its effort to produce 
mustard gas, nerve agents, and biochemical substances such as anthrax and 
micotoxins. 

At another level the evidence shows that institutionally we will have more 
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"Iraqs" in future because the system we have cannot properly regulate sensitive, 
strategic exports. 

There are a number of reasons for this. To begin with, strategic exports 
cannot be regulated by the Commerce Department and the State Department 
acting alone. The national security agencies have to play a concrete part. Right 
now, the Defense Department is excluded from even knowing about 90 percent 
of what is exported from the United States! 

There is a complete lack of workable checks and balances in the system. 
That is why the State Department and the Commerce Department could, with 
impunity, release technology to Iraq. If we in the Defense Department 
complained too much, they simply would issue export permits and not tell us, 
or they would threaten us with "12-C Violations." This type of intimidation is 
very effective and it was used, and continues to be used, with effect. 

In addition there is a complete policy "fog" in regard to export controls. 
U.S. policy was deeply conflicted in the 1980s in respect to export controls and 
Iraq. The result was (1) that we exported technology that should not have been 
sold and (2) our allies saw sales to Iraq only as a competition —not one of them 
was the least bit concerned about the risks these transfers caused for stability in 
the Persian Gulf and world wide. 

Rather than see some improvement now, there is eveiy reason to believe 
the situation is about to deteriorate even more. The United States is backing a 
major liberalization in COCOM which is the organization that regulates East- 
West high technology trade. A huge array of high technology, advanced 
microprocessors, high speed computers, precision machine tools, night vision 
equipment, sophisticated analytical instruments, advanced radars and air traffic 
computers will be released from effective multinational control. 

The result will be that all of this technology will be available without any 
license to any country, for any project, without any national or multilateral 
review or control. 

For example, countries such as Libya. Syria, Iran, Iraq, and North Korea will 
be able to buy this technology directly from the United States, from Japan or 
from any of the European countries. No licenses will be required. Any kind of 
assistance, including help to build military factories, will be available without 
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regulation. In addition, the Soviet Union, whose armaments were shown to be 
technologically inferior in the recent war, will be able to both upgrade their 
weapons and enhance their arms export business thanks to our technology. 

Carrying forward this policy, as the administration now is doing, will make 
it impossible to establish any meaningful policy on arms proliferation in the 
future. 

In summary I believe our entire export system is in disarray and continues 
launched on a dangerous course that cannot serve our national interest or the 
cause of world peace. While export controls cannot completely protect us from 
bad policy and poor judgement, a solidly built export control system combined 
with a multinational framework such as COCOM can play a concrete role in 
enhancing our security and the security of our allies and friends. 
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Mr. Chairman, it is an honor to be asked to testify before this committee to discuss Iraq’s 
unconventional weapons programs. The Iraqi case has many unique features. Nevertheless, our 
experience with Iraq provides some insights into the wider problem of weapons proliferation. If 
we learn from our past successes and failures it may be possible to develop more effective 
policies in the future. 

In the next few minutes, I would like to outline the extent of Iraq unconventional 
weapons programs and the resulting responses by the United States and our allies. Mr. Chairman, 
in the interest of time, I will give only a summary and request that my full statement be 
submitted for the record. 

Before proceeding, however, let me provide some background on my qualifications to 
discuss this subject. During the past several years, I have been affiliated with the Washington 
Institute for Near East Policy, a Middle East oriented think tank, as a research fellow 
concentrating on military affairs. In the course of my work, I have had the opportunity to 
publish articles and books on the proliferation of missiles, chemical weapons, and biological 
weapons. Although most of this research focused on developments in the Third World at large, 
or in the Middle East in general, Iraq had become such an important part of the global problem 
that I have written monographic studies on Iraq’s chemical and biological weapons programs and 
on selected aspects of its ballistic missile program. 
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When I began this research four years ago, relatively little was known about many facets 
of Iraq’s unconventional weapons programs. The magnitude of Iraqi endeavors, however, was so 
great that information in increasing amounts has surfaced. It must be stressed, however, that the 
public record is incomplete. There are considerable gaps, but it is now possible to provide an 
outline of Iraqi efforts to develop nuclear, chemical, and biological capabilities and ballistic 
missiles. 


Iraqi Unconventional Weapons Programs 

There are many countries attempting to develop unconventional warfare capabilities in the 
Third World. According to some estimates, by the end of this decade eight Third World countries 
could be nuclear capable, more than twenty could have chemical weapons, several will have 
biological weapons capabilities, and as many as fifteen might be producing surface-to-surface 
missiles. Thus, Iraq was only one of many countries seeking to acquire unconventional weapons 
capabilities. 

Iraqi activity, however, was unique in three important respects. First, no Third World 
country tried so hard to develop such a broad range of capabilities so quickly. Iraq was devoting 
extensive resources to acquiring not only a full range of unconventional and advanced 
conventional capabilities, but also was seeking to build an infrastructure capable of supporting 
such programs. Moreover, unlike many countries which have been content to slowly develop 
capabilities, the Iraqis wanted them immediately. Hence, during the past few years Iraq was 
engaged in a flurry of proliferation activities probably unprecedented in the Third World. 

Indeed, even though Iraq probably had more money than any other Third World country to spend 
on unconventional weapons, a result of its substantial oil exports, it lacked the financial resources 
to pay for the programs in the works. Significantly, the pace of activity in many instances 
appears to have accelerated following the end of the war with Iran in 1988. As a result, Iraq was 
overextending itself financially to the detriment of the long-term future of the country. 

Second, in many instances Iraq was attempting to develop autonomous production 
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capabilities independent of external sources of supply. This was especially evident with the 
chemical weapons program. Not only was Iraq attempting to produce chemical agents, but it also 
was developing an ability to manufacture the precursor chemicals as well. Thus, Iraq was 
working to create production facilities that would enable it to take crude oil and transform it into 
mustard gas or to mine phosphate ore and turn it into one of several nerve agents. There is 
reason to believe that similar efforts were underway in other areas as well. Iraq was attempting 
to acquire production capabilities for components of strategic weapons. As a result, it is often 
difficult to distinguish between activities intended to produce legitimate civilian goods from 
those intended to support weapons production. 

Third, unlike most other Third World countries, Iraq was ready and willing to employ its 
unconventional weapons. It used chemical agents as early as 1983 in violations of the Geneva 
Protocol, which prohibits first use of chemical weapons. It developed extended-range ballistic 
missiles specifically to launch at Iranian cities. Starting in 1988, it began extensive employment 
of chemical agents against civilians, mainly Iraqi Kurds. It appears that the Iraqis threatened to 
employ chemical agents against Iranian cities as well. 

Nuclear: The origins of the Iraqi nuclear program date to the mid-1970s. At that time, France 
agreed to sell Iraq a nuclear reactor capable of producing plutonium, which could be used to 
make atomic bombs. An Israeli air strike during 1981, however, destroyed the reactor before it 
was activated. There is some evidence of continued Iraqi interest in nuclear weapons during 
subsequent years. 

By 1989, however, information became available indicating that Iraq had made its nuclear 
weapons program a high priority. Iraq was caught attempting to acquire technology needed to 
produce vacuum centrifuge technology suitable for producing highly enriched uranium. 

Although significant gaps remain in our knowledge of Iraqi capabilities, it seems certain that Iraq 
would have possessed a stockpile of nuclear weapons by the end of the decade. This would have 
been made possible by enrichment facilities capable of producing sufficient highly enriched 
uranium to assemble one or more bombs a year. 


3 



86 


Most of the technology needed for this nuclear infrastructure was acquired by Iraq in 
West Europe. Iraq was able to purchase, often in apparent violation of export control regulations, 
designs and components to build both centrifuges and manufacturing equipment ultimately 
needed to produce components. Some of the equipment came from the United States, although 
alert action by the U.S. Customs Service appears to have inhibited Iraqi activity here. 

Chemical: The Iraqi chemical weapons program originated in the early 1970s. Iraq attempted to 
acquire production facilities suitable for the manufacture of chemical agents in a number of 
countries, including the United States, Britain, and Italy during the 1970s. It was not until the 
early 1980s, however, that it found companies in West Germany willing to supply such plants 
with no questions asked. Initially, this led to the construction of production units at Samarra 
capable of producing mustard gas, nerve agents, and hydrogen cyanide. According to some 
estimates, Iraq was capable of producing as much as 1,000 tons of chemical agent a year, though 
actual production may have been lower. All known exports of precursor chemicals, the chemicals 
used to make chemical agents, from the United States resulted in criminal investigations or in 
changes in regulations to cover future exports. 

Iraq relied on precursor chemicals acquired in West Europe, Japan, and the United States. 
For example, press reports suggest that it purchased at least 1,500 tons of thiodiglycol from 
companies in the Netherlands, Belgium, Spain, the United States, and Japan, sometimes in direct 
violation of export laws. Thiodiglycol is one step away from mustard gas, and this quantity of 
was sufficient to produce as much as 2,700 tons of mustard gas. 

Even though Iraq was able to acquire precursor chemicals, the dangers posed by export 
regulations in supplier countries led it to develop an indigenous production capacity for such 
chemicals. Nerve agent precursor production was initiated at a complex located at Falluja, an 
industrial city west of Baghdad. In addition, Iraq invested heavily in industries relying on 
phosphate, apparently to acquire infrastructure needed to ensure autonomous production of nerve 
agents. Similarly, Iraq developed plans for Petrochemical Complex Number 2, an ethylene 
production facility that would have included units to make ethylene oxide. Ethylene oxide is the 
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main ingredient needed to make thiodiglycol. Completion of these projects, originally planned 
for the early 1990s, would have given Iraq an autonomous production capability for chemical 
agents. 

Biological: Relatively little is known about the infrastructure supporting Iraq's biological weapons 
program. It is known that West German companies built the research and development facility at 
Salman Pak, and provided at least some of the machinery and supplies needed to operate the 
program. It is possible, however, that equipment supplied for other purposes was adapted by the 
Iraqis for use in their program. Iraq was developing an indigenous pharmaceutical industry, 
including vaccine production, and it possessed other industries capable of producing biological 
agents. In this respect, it must be stressed that machinery needed to produce biological agents 
can be used to manufacture legitimate organisms as well. 

It is not known where Iraq acquired the cell cultures for use in production of biological 
agents. Although Iraq acquired some organisms in the United States, acquisition of pure strains 
of potential biological agents is one of the least difficult aspects of developing a weapons 
capability. 

Missile: Although Iraq may have initiated work on ballistic missiles in the late 1970s, it was not 
until 1987 that the first finished product emerged. This was the Al-Husavn . a modified version 
of the Soviet-built Scud-B missile with an extended range. Approximately 190 of these missiles 
were fired at Iranian cities in 1988, and it appears that more than 80 were fired at Israel and 
Saudi Arabia in early 1991. Operating under the auspices of Project 124, the Al-Husavn missiles 
were cannibalized versions of Scud-B missiles. It is not known who designed or produced the 
modification, but the available evidence tends to suggest that the systems design may have been 
done in East Germany and the actual production in Iraq. 

During the past two years, Iraq embarked on follow-on projects to produce A1 Husavn 
and comparable missiles. This effort involved production of critical components in West 
Germany for eventual assembly in Iraq. Tentative information suggests that the missiles fired by 
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Iraq in early 1991 reflected only some of the benefits of these new projects. 

Potentially of greater significance were some of the other projects underway in Iraq. The 
most important was the Condor II missile, known in Egypt as the Badr 2000 . This missile was 
designed in West Germany for production by Argentina and Egypt. Additional technical 
assistance came from Italy. Iraq funded development, and was expected to receive at least half 
the missiles built. Technical problems, growing costs, and diplomatic pressure by the United 
States on Egypt, Argentina, Italy, and West Germany led to a collapse of the program in 1988. 

By 1989, however, an infrastructure was beginning to appear in Iraq potentially capable 
of developing similar missiles. This included the Sa’ad 16 research and development complex at 
Mosul and the production facilities associated with Project 395. The Sa’ad 16 complex was the 
recipient of much of the high technology equipment sold to Iraq by American companies. It 
provided Iraq with advanced engineering labs suitable for developing a range of modern weapons 
systems, including ballistic missiles. Project 395 gave Iraq production facilities comparable to 
those associated with the Condor II program in Argentina. It remains unclear whether these 
facilities were completed, and it is not known if they produced any finished product before being 
destroyed in the air attacks after the start of the Persian Gulf War in January 1991. 


U.S. Policy 

The United States has a mixed record regarding its policies towards Iraq’s unconventional 
weapons programs. The United States government led efforts to impose supplier controls on the 
Iraqi chemical, nuclear, and missile programs. Nevertheless, more could and should have been 
done. The United States was slow to act against Iraq’s use of chemical weapons during the Iran- 
Iraq War. Moreover, our export policies permitted Iraq to acquire critical dual use technologies 
needed to produce unconventional weapons, even as we worked to stem the proliferation of such 
weaponry. Nevertheless, our support for Iraq was not absolute and it should be recognized that 
the United States was responsible for most of the important initiatives taken to constrain Iraqi 
activity. 
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Several factors motivated U.S. policy towards Iraq through most of the 1980s. First, there 
was considerable concern that Iraq might lose the war it started with Iran. Given the aggressive 
anti-Western views of the fundamentalist regime in Iran, the United States and its allies believed 
that our interests were best served by making sure that Iraq did not lose the war. This was 
reflected in "Operation Staunch," an aggressive effort by the United States to impede weapons 
sales to Iran, and in the intelligence information reportedly supplied to Iraq. 

Second, it appears that some officials hoped that Iraq could be convinced to drop its 
radical political orientation. Since the 1958 revolution, Iraq has been a leading supporter of anti- 
Western policies in the region. During the course of the Iran-Iraq War, however, Iraq began to 
moderate many of its declared policies. This led some people, both in the United States and the 
Arab world, to conclude that Iraq might be encouraged to align itself with pro-Western countries 
in the region. 

Finally, Iraq was a potentially lucrative market for U.S. exports. During the Iran-Iraq 
War, the United States loaned Iraq money to purchase agricultural goods. Once the war came to 
an end, it was believed that Iraq might turn to American companies to acquire many of the items 
needed for reconstruction. Accordingly, U.S. companies were encouraged to supply high 
technology items related to petrochemical, fertilizer, and other industrial projects. 

Despite the pro-Iraqi tilt that developed during the 1980s, the United States did not 
ignore the efforts by Iraq to develop unconventional weapons capabilities. A variety of 
initiatives were launched to constrain such activities as they were identified. Many of these 
initiatives were extremely successful, a fact which was reflected in many of the hostile comments 
directed by Iraq at the United States through the early months of 1990. 

The United States was directly involved in efforts intended to prevent export of materials 
needed by Iraq for its chemical, nuclear, and missile programs. 

• Chemical: The United States was at the forefront of efforts to stop Iraq’s chemical 
weapons production program. Through involvement in the Australia Group and 
domestic export regulations, the United States sought to prevent Iraq from 
acquiring the precursor chemicals needed to make chemical agents. At the same 
time, the United States tried to convince allied countries, but especially West 
Germany, to take similar steps. 
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• Nuclear: When it became evident that Iraq was resuming its nuclear weapons 
program, the United States moved vigorously to prevent exports of technology 
needed by Iraq in this project. In 1989, the United States prevented Iraq from 
acquiring vacuum pumps potentially useful in the production of highly enriched 
uranium. In 1990 an attempt to purchase capacitors suitable for use in nuclear 
weapons was stopped. 


• Missile: The United States was responsible for creation of the Missile Technology 
Control Regime, a suppliers agreement intended to prevent countries like Iraq 
from obtaining ballistic missiles and the technology needed to make such weapons. 
Pressure from the United States also was largely responsible for the collapse of the 
Condor II missile program, a joint Iraqi-Egyptian-Argentinean missile project 
based on West German and Italian technology. 

Although more could have been done, the record of the United States contrasts favorably with 
most other major exporting countries. 

Despite the many useful steps taken against Iraqi unconventional weapons programs, there 
was much that could have been done that was not done. Exports of dual use technology was 
allowed, even though it could be used to produce advanced technology weapons, including 
ballistic missiles. The complexity of the United States position can be illustrated by a detailed 
look at U.S. policy towards Iraqi chemical weapons. 

The United States government worked vigorously to prevent Iraq from obtaining and 
sustaining a capability to produce chemical weapons. Such activity started soon after it was 
determined that Iraq had used chemical weapons against Iran in 1983. This activity is reflected 
in three areas. First, the United States was a founding member of the so-called Australia Group, 
a suppliers group consisting of Western countries with chemical industries which agreed to keep 
Iraq suppliers group which consists of Western supplier s gathering of Western countries . The 
Australia Group was created at the initiation of the government of Australia, but with the active 
support of the United States, following reports of widespread Iraqi use of chemical weapons 
during the Iran- Iraq War. In addition, the United States has supported more recent efforts to 
expand the activities of the Australia Group to cover production equipment as well as precursor 
chemicals. 

Second, the United States government actively worked to prevent exports of precursor 
chemicals from the United States. Perhaps the most dramatic episode took place in February 
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1984, when U.S. Customs officials intercepted a shipment of potassium fluoride, a chemical 
useful in the production of nerve agents. The shipment had been arranged by a Nashville, 
Tennessee, company, AI Haddad Brothers Trading Company, which was primarily engaged in the 
export of grain to Iraq. Although the export of the chemical was not illegal at the time, it 
appears that Customs officials stopped the shipment. 

The United States moved aggressively against Alcolac, a Baltimore company, in 1988 
when it was discovered to be supplying Iraq with a key mustard gas precursor, thiodiglycol. In 
total, this company exported approximately 500 tons of thiodiglycol to Iraq, enough to make as 
much as 900 tons of mustard gas. 

Third, the United States engaged in bilateral diplomacy intended to convince other 
countries of the need to constrain the Iraqi chemical weapons program. For example, it appears 
that demarches were sent to the government of the Federal Republic of Germany as early as 
1984. This reflected the primary role played by West German companies in constructing Iraqi 
chemical weapons production facilities. 

The positive record reflected in these examples stand in stark contrast to what was not 
done, but should have been. First, greater pressure should have been placed on allied countries to 
control illicit exports in support of chemical, nuclear, biological, and missile programs. West 
Germany paid little attention to U.S. demarches, leading one former U.S. official to call them 
"demarshmallows." In retrospect, it may have been wise to step up pressure on the government of 
West Germany. Given the extensive involvement of West German companies in a host of 
proliferation cases involving countries as diverse as Pakistan, India, Iraq, and Libya, much might 
have been gained by a harsher line with the Bonn government. Unfortunately, concerns over the 
health of the NATO alliance dominated U.S. policy towards the Federal Republic during the 
1980s. However appropriate such an orientation may have been in the 1980s, it is evident that we 
will pay a price for this policy in the 1990s and beyond. 

Second, the United States should have made support for the 1925 Geneva Protocol a top 
priority from the beginning. Although the United States first criticized Iraq for use of chemical 
weapons in 1984, protests were few and far between during the next five years. Often the 
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statements "deplored use of chemical weapons in the Iran-Iraq War," as though both parties were 
equally to blame. It was not until after the vicious gas attacks in April 1988 on the Kurdish town 
of Halabja, during which as many as 5,000 people may have died, that the United States escalated 
its protests against Iraqi use of chemical agents. Even then, it was not until after the subsequent 
use of chemical weapons in August 1988 against Kurdish villages in northern Iraq that an 
aggressive diplomatic campaign was mounted. It is true that the United States played an active 
role in organizing the January 1989 Paris Conference, which reaffirmed international support for 
the Geneva Protocol. However, it was too little too late. 

The United States record on these matters is better than most countries, but not what it 
should have been. Our country took many appropriate steps to deal with Iraqi proliferation. 
Unfortunately, certain critical actions were not taken to the ultimate detriment of U.S. national 
security. If the United States had acted vigorously against Iraqi employment of chemical agents 
in early 1984, the extent of chemical weapons proliferation might have been drastically reduced. 

If we had acted against the irresponsible export policies of West Germany in the early 1980s, the 
world might be a safer place today and many of the dangers we will face in the future might 
have been delayed or averted. 


Preventing Future Iraq’s 

Several interesting conclusions emerge from an examination of Iraq’s efforts to acquire 
unconventional weapons capabilities. First, unconventional weapons programs cannot proceed 
without financial resources. It is expensive to develop production capabilities for such weapons. 
Although chemical and biological agents may be "poor man’s atomic bombs," the available 
evidence suggests that only the rich can afford to develop the production facilities needed for 
militarily-significant capabilities. Iraq, for example, probably invested hundreds of millions of 
dollars in its chemical weapons program, apparently sufficient to provide a production capability 
of only 1,000 tons per year. By making it difficult to acquire and produce unconventional 
weapons, costs can be increased and programs delayed. This may accomplish a great many 
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desired results, even if the results are less than perfect. 

Second, a lack of regulations was not the main constraint on U.S. efforts to stop Iraq’s 
unconventional weapons programs. When a decision was made to interfere with Iraqi activities, 
action proceeded quickly and decisively. If it was not possible to prevent particular exports, 
steps were taken to close legal loopholes. This suggests that when insufficient efforts were made 
to act against Iraq, the problems arose primarily from policy choices, not legal constraints. 

Third, unless other countries implement controls as tough as those in the United States, it 
is not possible to stop proliferation. This suggests future problems. Typical are the problems 
posed by West Germany. Although West Germany has taken steps to strengthen export controls, 
the sorry performance of the Bonn government during the course of the past decade provides 
grave reason to be skeptical of its long-term good intentions. Should the West Germans once 
again choose to look the other way when its companies engage in illicit activities, even the most 
rigorous export controls in the United States will be useless. 

Finally, there are limits to export controls. As the technical sophistication of countries 
producing unconventional weapons increases, the technology they seek from countries like the 
United States becomes increasingly remote from the end product. This was demonstrated by 
Iraq’s efforts to produce precursor chemicals, as well as by its efforts to produce the chemicals 
needed to make the precursors. Eventually, the link with the final product becomes so remote 
that it is virtually impossible to rely on export controls as a primary tool. 
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Testimony of Jerry Kovalsky before the House Committee on 
Banking, Finance and Urban Affairs on April 9, 1991 


Overview of CSI 

Founded in 1969, CSI Technologies Inc. is a San Marcos, CA 
manufacturer of custom designed high voltage pulse and filter 
capacitors. A capacitor is an electronic component that can, 
amongst other things, accumulate, store and deliver intense 
pulses of electricity. Typical applications include radar, TV and 
radio transmitters, heart defibrillators, medical lasers and 
impulse test equipment. While most of CSI's capacitors are used 
in medical and industrial applications, some are used in military 
equipment such as Laser rangefinders. 

Intgrpa-tipaal. QistEi bu tion 

CSI not only markets its products throughout the United 
States, but also in most major international markets. CSI is 
represented in these markets by local agents, Walmore Electronics 
being our UK agent. When I came to CSI in 1985 there was an order 
in house from the Baghdad electric utility for capacitors of the 
type commonly used for basic electrical research. Presumably, it 
was Iraq's experience with CSI at that time that led them to 
approach us in 1988. 

Function of Capacitor 

A modern nuclear weapon consists of a spherical mass of 
fissionable material encased by a sphere of conventional high 
explosives. The triggering system consists of a specially 
designed pulse capacitor, a krytron switch and an array of 
detonators inbedded in the high explosive. Typically, the krytron 
switch closes on command from an altitude (pressure) switch 
permitting the electricity stored in the capacitor to activate 
the detonators in unison. The high explosives then compress the 
fissionable material until the critical mass is reached. 

Initial Inquiry 

On Sept. 6, 1988 a fax was received from CSI's London agent 
transmitting an inquiry from a company called European 
Manufacturing Center (Euromac) "acting for an Iraqi delegation". 
The technical specification supplied exactly matched what I knew 
from prior experience to be that of a capacitor for a nuclear 
warhead trigger circuit. I immediately notified contacts at the 
CIA and the Customs Service. Special Agent Daniel Supnick 
requested that I make an attractive proposal to Euromac and do 
everything possible to get a purchase order. Thus, the sting 
operation known as "Operation Quarry" was born. As the issue was 
primarily one of export control, the CIA's role was generally 
passive during the sting. 

HfiYt 1988 Meeting 

On Nov. 2, 1988 I met with Michael Hand, a British national, 
and Euromac 's director of exports and sales, in the offices of 
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CSI's London agent. Hand went into great detail to impress us 
with the volume of materials procured by Euromac for their sole 
customer-the Iraqi government. He claimed that Euromac had 
processed up to a billion dollars per month during the war with 
Iran and that even though the war had ended, a billion dollars 
per year was still being procured. He said Euromac had offices in 
the UK, Italy and New Jersey. He explained that while there was 
an official Iraqi procurement organization in the UK called TDG, 
whenever Iraq had a significant requirement they contacted 
Euromac. (Much later it became public that TDG was also a major 
player in Iraq's clandestine war procurement network.) Further, 
he commented that Euromac had procured large quantities of 
explosion proof switches from a California company called Custom 
Control Sensors. Also, he asked me if we could supply electronic 
connectors. During the meeting Hand received a call on his 
cellular telephone asking him to locate 500,000 ball bearings. 
When I asked Hand who was his customer within Iraq for the 
capacitors, he replied "Sorg." (Actually this is an Iraqi 
contraction of "State Organization of...."). Hand also implied 
that Euromac 's managing director, Ali Daghir, was involved in 
many activities that Hand was not privy to and was, in fact, 
close to the highest levels of the Iraqi government. 

Jan, 1999 Aborted M eeti ng 

As Michael Hand had no technical background, some unresolved 
technical issues were not settled at the meeting and on Jan. 4, 
1989 I was invited to attend a meeting later that month with 
Iraqi engineers in London. On Jan. 26 & 27, I was in London, but 
the Iraqis did not show. On Feb. 6 they did arrive and our London 
agent was summoned to meet with them at Euromac 's offices. At the 
conclusion of the meeting a fax was sent to me by Hand resolving 
some, but not all of the technical questions. 

Washington Post Article 

On April 17, 1989, shortly after an article was published in 
the Washington Post speculating on the existence of an Iraqi 
nuclear weapons program, we received notification that Mike Hand 
had left Euromac and that the capacitor project had been 
terminated. I called Mike Hand at his home and learned that his 
replacement at Euromac was Jeanine Speckman (a French national) 
and that he was joining another import/export company. I called 
her and she told me she would be visiting Baghdad soon and would 
try to find out what was going on. On June 7, we received a telex 
from her with what appeared to be a new inquiry. 

In this same time period, a separate attempt by Iraq to 
obtain the nuclear capacitors through a direct order from the 
Ministry of Higher Education placed on Maxwell Laboratories of 
San Diego was aborted. Maxwell had become suspicious and notified 
Customs just before shipment. 

On July 13, Speckman sent a fax stating "As you know this 
offer has been outstanding for several months and there is still 
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a final query which the client has not clarified yet. However in 
spite of this, client has just placed a firm order with us for 
100 of these capacitors. In view of the technical query still 
outstanding, our managing director would prefer that this order 
is placed directly with you and is wondering if you would like to 
take it over and perhaps visit this client (ALQAQAA) in order to 
obtain clarification - there could be a bigger order in the pipe 
line later." I responded that a visit to Baghdad was not 
practical , and suggested instead that a meeting be held in London 
during September or October. 

At that time the name A1 Qaqaa meant nothing to me. It later 
was revealed to be the site of a large, secret military research 
facility and the location of a huge explosion on August 17, 1989 
that killed as many as 700 people including Egyptian and, 
perhaps. North Korean technicians. It also was there that Farzad 
Bazoft, a reporter for the British newspaper The Observer, and 
his driver Daphne Parish, were arrested for alleged spying. On 
March 15, 1990 Bazoft was hung while Parish was unexpectedly 
freed a few days before the invasion of Kuwait though she had 
been sentenced to 15 years. 

Sept. 1989 Meeting 

Eventually, Euromac and the Iraqis agreed to a September 
meeting in London to resolve the outstanding technical issues. I 
flew to London meeting Special Agent Supnick there. Early on 
Sept. 11, after Supnick (posing as a CSI employee) installed a 
tape recorder, we walked to the Cavendish Hotel for the meeting 
under the surveillance of at least four British agents. In the 
lobby we first met Jeanine Speckman and Ali Daghir and were 
shortly joined by two Iraqi engineers, Karim Dhaidas Omran and 
Wallid Issa Ahmad, from Al-Qaqaa. The meeting was held in the 
hotel's restaurant and took about two hours. Whenever a probing 
question was asked regarding the application, the Iraqis would 
lapse into an Arabic discussion before an answer was given. A 
translation later had Ali Daghir saying "you see, Americans are 
naive, stupid." During the course of the meeting we learned that 
the Iraqis wanted four types of capacitors three of which were 
fairly conventional pulse capacitors. All capacitors had to meet 
military specifications for humidity, shock and vibration. The 
fourth had tighter specifications and high reliability for a 
single shot application. Regarding delivery, the Iraqis said the 
parts were urgently needed. My impression from their attitude was 
that Iraq's nuclear program was more advanced than many Western 
experts had speculated. A contract was signed calling for 15 each 
of the less critical parts and 40 of the fourth (detonator) 
design. The total was $10,500 with delivery to be 6-8 weeks. We 
were advised the funds were already at Iraq's London embassy. No 
mention of BNL was ever made. A long discussion regarding end use 
finished with Ali Daghir saying the parts would be used for air 
conditioners. He alluded to having used this cover in a prior 
transaction. Further, Daghir, an Iraqi national, said "We don't 
want you to include a single dollar for us. I am an English 
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company, but I am an Iraqi. If I profit my country, it is for me 
a profit." As the meeting adjourned, I was asked by Ali Daghir if 
CSI would be willing to supply a turnkey capacitor plant in Iraq 
substantiating rumors regarding Iraq's goal of independence from 
Western suppliers. 

TMI 

By coincidence, while I was in London for the meeting with 
Euromac, our British agent received an inquiry for the detonator 
capacitors from another export organization, Test and 
Measurements Limited. Nothing developed from this inquiry as the 
originator was involved in a serious auto accident shortly after 
the initial contact. 

Proposed Visit bv Iraqi Engineers 

On Sept. 26, 1989 Speckman sent a fax saying the Iraqis 
wanted to send engineers to CSI to witness the testing of the 
capacitors before shipment. We replied this was OK. 

On Nov. 14 Ali Daghir sent a fax to Dan Supnick saying "This 
is to advise you that the Client would like to see you (or Mr 
Jerry Kowalsky) urgently between November 25- December 5 in 
Baghdad to discuss the order and other future business." We 
advised them we would try to arrange the trip. 

Manufacture of the parts was completed on Jan. 3, 1990 and on 
Jan. 11 a telex was received directly from A1 Qaqaa saying their 
engineers would not visit CSI and again asking for a visit to 
Baghdad to discuss some new inquiries. 

An end user certificate arrived Feb. 6 from the School of 
Applied Sciences, University of Baghdad, stating the parts were 
for the sole use in a C02 laser system. 

Euromac-Ship to Iraq 

On Feb. 21 Euromac changed the shipping instructions from 
London to direct to Iraq. We now had a serious problem as the 
parts had to be shipped to the UK if the conspirators were to be 
arrested. Thus, we replied a shipment to Iraq was not possible as 
it would expose CSI to problems with US authorities. 

Finally, on March 13 we were authorized by Euromac to ship 
the parts to them in London. A few days earlier a duplicate set 
of disabled parts had been shipped to British Customs. On March 
19 the operational parts left Los Angeles arriving at Heathrow on 
March 20. After clearing British customs, a Euromac employee 
delivered them to Iraqi airlines the morning of March 28. When 
an attempt was made to load the parts aboard the Baghdad flight, 
the shipment was confiscated and the Euromac conspirators were 
arrested. Their trial is now scheduled for April 22 in London. 
Omar Latif, the Iraqi Airlines station agent was immediately 
expelled. 
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Arms Proliferation 

"The Invisible Superpower” is the title on an article 
published in the June 1990 issue of Seapower. The article 
continues "The Cold War may indeed be over, but another war 
already has started. It is a war waged in the shadows, by enemies 
unseen and often unknown." "The proliferation of nuclear, 
chemical, and biological weapons-and of sophisticated guidance 
systems for those weapons is creating a number of incipient Third 
World superpowers capable of conducting military operations on a 
scale previously reserved for the U.S., the Soviet Union, and 
their closest industrial allies. By the end of this decade, a 
major conflict involving Brazil, Iraq, Pakistan, South Africa, 
Taiwan or Turkey would risk significant, and possibly nuclear, 
proliferation . " 

Scientific American, August 1990 ... "Third World Ballistic 
Missiles" ... "The spread of strategic weapons to unstable regions 
greatly increases the likelihood that they will be used. We 
cannot reverse the process and so must learn to manage its 
consequences." In chilling detail, the article describes the 
missile programs of 13 Third World countries including Iraq, 
Syria, Libya and Iran. Clearly, "the genie is out of the bottle" 
and the best that can be hoped for is a slowing down of further 
proliferation of weapons of mass destruction. As the United 
States is still the world leader in many areas of military high 
technology, US export control procedures are a vital element in 
maintaining world peace. 

VS L aws 

The basic laws and regulations controlling exports are 
reasonable. Unfortunately, the fine line between stopping illegal 
exports while promoting legitimate exports makes enforcement very 
difficult. Throughout my involvement with the sting the 
performance of all of the customs agents, both American and 
British, with whom I had contact with was exemplary. In 
particular, the determination and skill of Special Agent Daniel 
Supnick was vital to the successful conclusion of the sting. 

Enforceme nt P r pfr i em s 

Frequently businessmen will not ask questions whose answers 
might block a sale. The division of responsibility amongst the 
Customs Service, Commerce and State complicates the process. At 
the same time dual uses of a given product makes it difficult for 
export control authorities to exercise independent judgement. In 
many cases the Government can not afford to have a staff of 
technical experts qualified to make these judgements. Perhaps a 
group of retired professionals would be useful along the lines of 
the Dept, of Commerce's "Score" small business assistance 
organization. There is also a problem keeping all US businesses 
actively exporting informed with US export regulations. While 
they are thorough, they do not make easy reading. Virtually all 
industries have trade organizations such as the Electronic 
Industries Assoc, and American Electronics Assoc, who would 
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gladly assist the government by keeping their members informed of 
current policy. 

In November of 1990 I was told in detail by an American 
engineer how he had actively sought and obtained an order from 
Iraq after a British company turned down the order for precision 
electronic parts that could have improved the accuracy of Iraq's 
ballistic missiles. He had advised representatives of the 
Department of Commerce and State of the contract, but did not 
make an issue of the fact that it was irrational for an order 
from an electric utility to have a requirement for operation at 
350,000 feet (70 miles). 

Hie. £u t ur e 

I believe recent events have given the United States an 
unusual opportunity to promote world wide arms reduction which we 
should not let pass. 

To be successful we need a multi-faceted approach aimed at 
cutting off both the supply and demand for weapons of 
mass-destruction. The basic elements should be: 

1. Completion of our ongoing disarmament negotiations with 
the USSR. 

2. Promotion of regional agreements to reduce the perceived 
need by Third World nations for offensive armaments. 

3 . Development of incentives to reduce the attractiveness of 
armaments as a vehicle for earning of hard currency. 

Major Powers 

Clearly as the US, USSR, Great Britain, France and China are 
the major suppliers of armaments, any meaningful disarmament must 
first have their agreement on a coordinated plan of action. 

* 

Third. W or ld 

Though many third world countries can barely feed their 
population, their limited resources are wasted on unneeded 
armaments. Ballistic missiles are looked upon as status symbols 
of national manhood in many nations. Others consider their 
weapons factories to be primary sources of exports to gain hard 
currencies. A coordinated effort amongst the major powers is 
necessary to change this unfortunate pattern. Use of foreign aid 
and preferential trade arrangements by major powers could be used 
as incentives to wean third world countries from weapons 
production. 
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Before The 

CatCT TE E ON BANKING, FINANCE AND URBAN AFFAIRS 
U.S. BOUSE OF RE P RESE NTATIVES 
ONE HUNDRED SECOND CONGRESS 

APRIL 9, 1991 


My name it Dr. Beurt R. SerVaas, and I as the President and owner of 
Servaas, Inc. , a diversified industrial company whose executive offices are 
located at 1000 Waterway Blvd., Indianapolis, IN 46202. My Curriculum 
Vitae is appended for the record. I am pleased to provide your conmittee 
assistance into its investigation of Banca Nazicnale del Lavoro (BNL) 
its relationship to Iraq. I appreciate your invitation to share with 
our experiences with the Iraqis and BNL. For purposes of organisation, 
I will follow the outline suggested in your letter of March 29, 1991. 


1. You requested a history of Bridgeport Brass Corporation's and 
Servaas, Inc.'s dealings with Iraq, including the brass project in 
Iraq. As background, Bridgeport Brass Corporation has bea n located 
in Indianapolis for more than 50 years and has conducted the business 
of Manufacture and sale of brass sheet, tube, rod and wire. In 1986, 
Bridgeport Brass was in serious financial trouble. union and 
management representatives discussed with me the danger that the 
company would fail, leading to a serious loss of jabs and a 
substantially adverse impact on the Indianapolis economy. That year 
SezVaas, Inc. acquired controlling interest of the stock of 
Bridgeport Brass Corporation and set about revitalizing that company 
as an independently owned brass producer. Most of the brass 
companies in the united States are substantially larger than 
Bridgeport and many of them are part of publicly owned and very well 
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financed companies. Nevertheless, we were very successful in our 
efforts to revitalize Bridgeport Brass and provide a secure 
opportunity for its employees. 

In February of 1988, Bridgeport Brass was approached by 
representatives of Matrix-Churchill corporation of Cleveland, Ohio, 
requesting an inspection of the Bridgeport Brass facilities. He were 
told that Matrix-Churchill represented the Government of Iraq and 
that it was interested in viewing Bridgeport and other brass 
manufacturers regarding a possible contract for the construction of a 
brass facility in Iraq. Because we were not familiar with the 
company, we ran a Dun & Bradstreet report on Matrix-Churchill. I 
have attached a copy of that Dun & Bradstreet report for your 
records. As you will note, the report indicates that 
Matrix-Churchill was a U.S. corporation started in 1967 with a good 
credit history and approximately $7 million of annual sales. Its 
business was described as a wholesaler of high precisian industrial 
machinery. Dun & Bradstreet also reported that Matrix-Churchill was 
a subsidiary of TI Group, PLC, of Birmingham, England, a company that 
had been founded in 1919 and had more than one hundred other 
subsidiaries. Based upon that Dun & Bradstreet report, we responded 
favorably to the request to inspect our facilities at Bridgeport 
Brass. 

We then had visits by Mr. Sam Naman, an engineer with 
Matrix-Churchill ' s Cleveland office, and subsequently by Mr. Safa 
Al-Habobi, who represented himself as Chairman of one of the British 
affiliates of Matrix-Churchill Corporation, called Matrix-Churchill , 
Limited. We received a set of requirements for proposed facilities 
that appeared to have also been sent to other brass companies that 
Matrix-Churchill were interviewing on behalf of Iraq. Since this 
seemed like a project that could reasonably be undertaken by our 
staff at Bridgeport, we prepared certain drawings and estimates, 
which were submitted to Matrix-Churchill ' s Cleveland office for 
transmission to its principal, Iraq. 

At that time, our understanding was that a full and complete brass 
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facility was being sought by the Iraqi government. We proposed to 
build such a plant for $115,000,000. In order to get a better 
understanding of the needs of the potential customer, Bridgeport sent 
a plant engineer and a consultant to visit with the appropriate 
engineering staff in Iraq. We did this at the end of April of 1988. 
When they were in Iraq, our representatives learned that we had 
completely misunderstood the needs of the Iraqi government, because 
they already had a full and exceptionally modem brass facility, 
built in stages by an Austrian concern starting in 1984, which was 
capable of producing billets, cakes, sheets, strip, rod, tube and 
wire from virgin materials. Our staff members concluded that a far 
more modest facility was needed for the purpose of utilization of the 
substantial amounts of scrap brass that was available in Iraq. This 
scrap consisted of normal wire, cable, tube, radiators and also shell 
casings from the Iraq- 1 ran war. I have attached seme pictures of 
that scrap, we were informed that the shell casings had either been 
made in the Soviet union or had been made in Iraq to Soviet 
specifications, and that they contained silicon. 

It was obvious to our experts that brass scrap containing silicon 
could not be utilized in the production of comnercial brass 
production, and could not be sold on the world market. The key part 
of the Iraqi needs, therefore, was to be able to remove the silicon 
from the shell casings that had been generated during its war 
efforts, in order to provide Iraq with brass scrap pure enough to run 
through its existing brass facilities and be made into commercially 
usable products for sale on the world market. If the purpose of the 
Iraq project were to produce more shell casings from the scrap 
casings, all they had to do was melt them down as they were and use 
the existing Austrian facility. It was explained to us that Iraq was 
looking to a long term project of utilizing this substantial amount 
of scrap, estimated to be worth several hundred million, for the 
purpose of supplementing its oil revenues through the sale of 
commercial products in the peacetime economy that was anticipated 
following the termination of the war with Iran. Following our visit 
to the Iraqi facilities and discussion there with Iraqi engineers, we 
made a substantially revised proposal, limiting the proposed facility 
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to a scrap reclamation project only. 

we were led to believe by representatives of Matrix-Churchill that 
they were soliciting bids from other potential contractors. 
Engineering correspondence followed in which we refined some of the 
ideas we had expressed, and tried to define what we believed were our 
capabilities. We noticed a significant increase in interest and 
activity in August of 1988, at the time of the informal ceasefire 
between Iraq and Iran. We assumed that until that time, Iraq was not 
in a position to proceed vigorously with this project. We were 
informed by Matrix-Churchill, as agent for the government of Iraq, 
that a delegation of officials from the Ministry of Industry's 
Al-Shaheed Factory, which was the name of the existing brass plant, 
would come to the United States to visit and negotiate a contract 
with us in mid-September. Hie Iraqi delegation did, in fact, arrive 
and we reached agreement on the terms of the contract, which ms 
signed on September 10, 1988. We have recently heard this Iraqi 
governmental agency called the "Ministry of Industry and Military 
Production." Our contract and all our correspondence referred to the 
contractor as the "Ministry of Industry." In our dealings with this 
agency, the name "Military Production" was not used. 

We were told that the government of Iraq had to approve the terms and 
conditions of the contract that had been negotiated by the parties. 
Certain technical issues were raised by the negotiating team while it 
was still in the united States, and some revisions to the contract 
were made. The contract was re-executed an October 2, 1988. Even at 
that time, we had not sent a substantial team of experts to 
investigate the major problems and challenges involved in this 
project. A prerequisite to the execution of the contract, however, 
was our company's being able to demonstrate that we could, in effect, 
demilitarise the scrap by removing the silicon from the shell 
casings, so that the finished products could be sold commercially in 
the worldwide brass market. The Iraqis sent 10,000 lbs. of crushed 
brass shell casings to the U.S. After extensive tests, we were able 
to demonstrate a method to remove the silicon from the scrap brass so 
that the product came within commercial ASTM and DIN specifications. 
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Metals meeting those purity spcifications can be readily sold 
anywhere in the Western world. In a way, we believed that our 
project was one of turning swords into plowshares. 

the government of Iraq subsequently approved the contract. We began 
doing the necessary engineering and refining the concepts of the 
contract. . Our responsibility was to design the scrap refinery, 
specify and order the equipment, oversee its installation and 
conduct the initial training of the staff, the Iraqi Ministry of 
Industry was responsible for the actual construction of the physical 
facility, including foundations, physical installation of equipment, 
utilities and roof. We proceeded to complete the engineering, 
ordering and shipping of equipment to Iraq. All equipment necessary 
for the construction of this facility was shipped an or before August 
2, 1990, and all but a very minute portion had, in fact, arrived at 
the plant site by that date. The Iraqi Ministry of Industry was very 
slow in completing its portion of the tasks, namely, the completion 
of the roof of the facility, so that the equipment could be 
installed. The Iraqi delay was frustrating to us because a completed 
facility was necessary so we could demonstrate our performance and 
collect major portions of our payments due under our contract. By 
August 2, 1990, we had collected approximately $24 million out of the 
$40 million total contract price. We had completed virtually all of 
our obligations under the contract, other than installation of the 
equipment and training of the Iraqi personnel. 

We had two of our personnel located in Iraq at the time of the 
invasion of Kuwait. We were fortunate that each of them was 
subsequently able to get out of the country. These two men were 
aided by the u.S. Charge D'Affairs, Bill Wilson, and resided in 
Ambassador April Glaspie's residence until they were released. 

Since August 2, 1990, we have been cooperating and assisting various 
U.S. Intelligence and military agencies with the knowledge and 
experience we gained in our endeavors in Iraq. 

You inquired regarding our relationships and knowledge of 
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Matrix-Churchill s 


a. Our first contact from Matrix-Churchill was a phone call from 
Mr. Sam Naman in Cleveland to the plant manager of Bridgeport 
Brass. Mr. Naman wanted an inspection of our facilities and we 
were told that Matrix-Churchill was representing the Government 
of Iraq for the purpose of investigating various possible 
contractors for the construction of a commercial brass facility 
in Iraq. It is our understanding that inquiries were made of a 
number of brass manufacturing companies, both in the United 
States and throughout the world. Subsequently, Mr. Al-Habobi 
from their English affiliate, met with us. His purpose seemed 
to be to ensure that we did not go around Matrix-Churchill to 
its client. We were admonished that in any contractual 
relationship, Matrix-Churchill expected a fee of 5% of the 
total contract price for engineering and client services, lhis 
did not seem like an unusual fee for a representative, if that 
representative was used for qualifying potential bidders and if 
that representative would continue to be of further assistance 
in carrying out the contract. As I have noted previously, we 
had ordered a Dun & Bradstreet check of Matrix-Churchill to 
learn what we could about Matrix-Churchill. We learned that it 
had been incorporated in the United States for more than 20 
years, that it was in the engineering and machine tool 
business, and that it was a subsidiary of a venerable British 
company. People with whom we spoke at the Matrix-Churchill 
office in Cleveland and in both London and Coventry, England, 
appeared to us to be people with substantial engineering 
experience, and there was no reason to believe that 
Matrix-Churchill was other than what it purported to be. 

b. At no time did any Matrix employee indicate that he was, 
in fact, employed by the government of Iraq or that 
Matrix-Churchill was an instrumentality of the government of 
Iraq. Of course, we were aware that Mr. Naman in Cleveland, 
and Mr. Al-Habobi were of Iraqi origin, but we assumed that 
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that was a qualifying reason why Matrix-Churchill was selected 
over other international engineering companies to conduct this 
search. fie were informed that Matrix-Churchill was an 
independent contractor, with the Government of Iraq as one of 
its clients. 

3. You requested an overview of our relationship with BNL. 

a. The original contract with the Ministry of Industry 
executed in September of 1988, and revised on October 2, 1988, 
provided that if the Iraqi government approved the contract, 
the Ministry of Industry was to open "an irrevocable letter of 
credit with a financial institution having an office or branch 
in the united States of America." The only other limitation on 
the letter of credit was that the financial institution's 
obligations were to be rated "B" or better by a rating service 
of recognized national standing at the time of the issuance of 
the letter of credit. At no time during the negotiations 
leading up to the execution of this contract was BNL mentioned. 
In fact, the terms in the contract regarding the qualification 
of the bank issuing the letter of credit were proposed by our 
counsel, based upon standard legal qualifications for contracts 
of any international nature. So long as the letter of credit 
met the terms and conditions of our contract, we had no right 
to select, designate or refuse to accept a letter of credit 
proffered by the Ministry of Industry. We first learned of BNL 
in mid-November of 1988. We received a direct call from an 
officer of BNL in Atlanta informing us that its correspondent, 
the Central Bank of Iraq, had issued an irrevocable letter of 
credit in favor of SerVaas, Inc. in the amount of $40,602,000 
U.S. The BNL executive indicated that the Central Bank of Iraq 
had requested that BNL confirm the letter of credit and 
contract with SerVaas, Inc. that if all of the terms and 
conditions of the letter of credit were met, BNL would duly 
honor the payment terms under that letter. Subsequently, we 
received that confirmation dated November 21, 1988. 
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b. Prior to our receiving the phone call from BNL and the 
receipt of the BNL confirmation of the letter of credit issued 
by the Central Bank of Iraq, neither Matrix-Churchill nor any 
of the representatives of the Ministry of Industry, nor anyone 
else mentioned BNL to us. Subsequent to the issuance of the 
letter of credit and as part of normal business relationship 
that developed from our contract, we learned that 
Matrix-Churchill and a number of the people with whom we worked 
at the Al-Shaheed Factory were aware that the Central Bank of 
Iraq's letter of credit was confirmed through BNL. In fact, we 
amd the Ministry of Industry negotiated several modifications 
to the Central Bank of Iraq's letter of credit, and thereafter 
these modifications appeared as modifications confirmed by BNL. 
As a matter of general curiousity about BNL, since we had never 
dealt with that bank before, we did inquire from the BNL 
officers with whom we worked about other businesses that were 
receiving similar letters of credit confirmations for business 
activities in Iraq and were told that BNL was providing similar 
confirmations under contracts being performed by General 
Motors, Caterpillar Tractor and other major corporations. 

c. When we were first contacted by BNL and received the BNL 
letter of credit confirmation, we did make appropriate 
inquiries about the bank because, as I have said, we had not 
had prior business activities with BNL. We learned that it was 
the largest state- owned bank in Italy with a worldwide banking 
presence. We learned that it had offices in both New York and 
Atlanta. At that point, we had no further doubt as to the fact 
that BNL met the criteria that we had established in the 
contract and that its confirmation constituted a letter of 
credit by a bank with a "B" or better rating with a United 
States branch. 

d. You asked whether we had any indication that BNL was 
engaged in any criminal activity. The answer is no. Before we 
accepted the confirmation of the letter of credit by BNL' s 
branch in Atlanta, we sent one of our staff there to visit with 
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the officer with whom he had been conversing by phone. It was 
at that time that we were told that this branch was acting in a 
similar capacity for General Motors, and other major united 
States companies, as well as grain sales. Based upon that 
visit and our investigation of the worldwide status of BNL, we 
had no reason to believe that these officers were not fully 
authorized to provide the confirmations to us. Likewise, our 
contract required us to establish performance guarantees 
through bank guarantees. Hie Ministry of Industry required 
that a $10 million performance guarantee be established in its 
favor with the Bafidain Bank of Iraq. Our employees discussed 
this performance guarantee with BNL officers in Atlanta, who 
were familiar with this procedure. They indicated it was also 
in other similar contracts with Iraq. We negotiated for BNL's 
providing that bank guarantee to the Rafidain Bank. Based upon 
the credit worthiness of our companies, the experience of our 
engineering staff and the nature of the contracts with the 
Ministry of Industry, BNL provided this guarantee. Of course, 
we performed all our obligations, so the guarantee was not 
needed. All of this appeared to be perfectly above board and 
beyond reproach. 

Let me say that as a director of a major bank in Indianapolis, 
and as a person who has had many banking relationships over the 
years, I consider myself to be well informed about banking 
procedures. So, I may say unequivocally that we had no 
indication at any time that BNL officers were not acting in a 
fully authorized manner until August of 1989 when we learned 
through the newspapers of the U.S. and Italian governments' 
investigation of BNL. until that time, our draw requests had 
been honored in a timely fashion. 

e. The subsequent BNL scandal did influence our scrap brass 
project because we had a draw request on our letter of credit 
on file at BNL in August of 1989. Previously, we had timely 
payments on our draw requests because of our accurate paperwork 
and our compliance with the requirements of the letter of 
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credit. We were told by BNL officers in August, 1969, however, 
that bank auditors were involved at BNL and that our request 
would have to be confirmed by the Italian headquarters of BNL 
before payment could be made. Eventually, after full 
investigation of the situation and careful scrutiny of our 
documentation, I am pleased to say, the BNL authorities 
recognized the validity of its confirmation of the Central 
Bank of Iraq's letter of credit and agreed that we had fully 
complied with the terms and conditions of that draw request. 

4. u.S.-lraq Business Forum 

a. At a meeting I attended that included former Ambassador 
Marshall Wiley, we discussed the project that our company had 
undertaken in Iraq. This was in late January or early February 
of 1989. Soon thereafter Ambassador Wiley sent some further 
information to me and , solicited our membership in the Forum, 
we learned that the Forum had been created in 1984 when 
diplomatic relationships between Iraq and the United States 
resumed and that the Forum membership included a number of 
major American corporations, including General Motors, Exxon, 
Chrysler, westinghouse and PepsiCo. Significant law firms such 
as Sidley & Austin and Paul, Hastings, Janofsky & walker were 
active in the Forum, together with many major American banks. 
It appeared to us that the Forum would provide us with 
information and updates that could be helpful to us in carrying 
out our contractual obligations. Because we were a relatively 
small company when compared with the very large corporations 
that were members of the u.S.-lraq Business Forum, we were not 
of sufficient stature to be invited to participate in some of 
the major activities of the Forum, including the meetings which 
were set up between Sadaam Hussein and the large corporate 
members of the Forum. 

b. Our annual membership in the Forum expires May 4, 1991 
but it is our understanding that the Forum is no longer active. 


10 



110 


5. You asked about ay thoughts on why Sadaam Hussein invaded 
Kuwait. Of course, I think that we can all agree that Sa d aam 
Hussein has many of the megalomania tendencies of other classic 
absolute dictators. These people lose perspective and came to 
believe that they must destroy or at least neutralize their 
neighbors so long as no one deters them. More particularly, I 
believe that the invasion of Kuwait was precipitated by the 
continuing financial problems of Iraq. Its 8-year war with 
Iraq drained the financial resources of the country, and 
certainly limited its exploitation of its vast oil wealth. 
During that war, Iraq incurred enormous debts to its Arab 
neighbors, and in particular, Kuwait. Of course, I am not 
priwy to the understandings between these countries and the 
basis of the Kuwait advancement of funds to Iraq to conduct its 
war against Iran. Nevertheless, it has been widely reported 
that Sadaam Hussein, rightfully or wrongfully, believed that 
the billions of dollars he received from Kuwait should not have 
been considered to be a loan, but should have been considered 
to have been payment for Iraq's standing up to Iran. 

In the Spring of 1990, we began to recognize that the Ministry 
of Industry was not honoring the timeframes that were part of 
our contract. In particular, the Ministry of Industry had a 
responsibility to put a roof over the facilities, and 
inexplicable delay after delay occurred in its putting on that 
roof. He were led to believe this delay was caused by the 
lack of funds to erect such a facility. The problems with BNL 
no doubt further prevented Iraq from being able to convince 
other governments and business enterprises in the world to 
provide products and materials necessary for the completion of 
a myriad of commercial projects that were undertaken by Iraq, 
such as ours. I have a belief that Sadaam Hussein concluded 
that his country was being choked off financially and that the 
only financial solution to his problem was to take over and 
loot Kuwait. Like other dictators, he undoubtedly made the 
assumption that the rest of the world would sit idly by. 
Clearly, he made a wrong assumption. 
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6. You asked about any observations I nay have regarding the 
workings o£ the Iraqi networks based upon my intelligence 
community background. To me it is clear that although Iraq is 
a third world country with sparse infrastructure, it is very 
rich in natural resources. Those resources are not just oil, 
but also a substantial agricultural area. Iraq did undertake a 
major rebuilding effort in 1988 following eight years of 
devastating war. It counted on the rest of the world's giving 
it credit for its vast resources against future payments. But 
Iraq was soon living far beyond its means. A country can only 
live for a limited period of time in those circumstances. It 
can live on borrowed money, mortgaging its future, but only for 
so long. Wfe carefully investigated and assured ourselves that 
all of the services and products we provided were well within 
the existing U.S. export restrictions and rules. For example, 
the furnaces that were purchased for the brass plant could only 
generate about 1200'C, well below any range that would have a 
military application. Our firm received a confirmation of a 
letter of credit by a major international bank. On site, the 
Iraqi people we dealt with were hard-working engineering- 
construction personnel. As I said, our particular project was 
one we felt was instrumented in converting the war scrap of 
Iraq, that had been built up during the Iranian War into 
products whose metallurgy met the Western commercial standards 
necessary to produce hard currency for the country. I have 
attached sane pictures to illustrate this text. If the Iraqi 
government had a secret military agenda, it was well hidden 
behind a clearly peaceful plan to rebuild an economy devastated 
by war and to feed its people. The Iraqi quarrel with the 
Italian government, its chief financial intermediary, arising 
out of the BNL scandal, reverberated for months throughout the 
world banking community. It would seem in retrospect to have 
triggered a financial crisis wherein not only rebuilding Iraq 
was threatened, but even Sadaam Hussein's ability to pay his 
army, it would appear that the move into Kuwait was a reflex 
action growing from that crisis. 
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7. You asked about my comments on future U.S.-Iraq relations. 

When Arab legions and the Ottoman Turks controlled the Middle 
East, there was "peace” in the area in the sense that the then 
Supreme Sultan could always put down or overcome local 
insurrections and territorial disputes. 

When the latest conquerors, the Europeans, pulled out after 
World War II, they left fragments of former empires, some in 
the image of their former colonies and others, like Iraq, 
composed of three disparate provinces of the Ottoman Empire, 
the provinces of Mosul (Kurds and Christians), Baghdad (Sunni), 
and Basra (Shiite). 

Now there is no empire to settle the quarrels; only coalitions 
to enforce a consensus that a wrong must be righted. 

But, why not! Coalitions have settled modern wars since the 
18th century. Coalitions settled colonial wars; coalitions 
settled the European quarrels of World war I and II. Given the 
tribal, ethnic and religious differences of the region overlaid 
with the extreme economic disparity of the political entities, 
and complicated by territorial disputes and the personal egos 
and enmities of the military, religious and political leaders, 
I do not see how "peace” can be imposed. 

What can be achieved under U.S. leadership is the preservation 
of a nucleus for future coalitions that could be formed from 
then affected states to either arrest or mediate a new 
challenge in the area. The U.N. will continue to be a party to 
future coalition action, and our diplomacy should quickly react 
to this new reality. 
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In short, we should attempt to build respect and cordiality 
throughout the Middle East but remain free to build such 
coalitions as may be necessary to preserve the "peace." 

Respectfully Submitted, 

Beurt SerVaas^ 

President 

Attachments 
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Beurt SerVaas, MecLScJ). 


Chairman of the Board 

SerVaas 

INCORPORATED 


Subsidiary Companies: 

The Curtis Publishing Company - magazine, book publishing; licensing 
Curtis International, Ltd. - foreign trade - South America, Far East 
Curtis International Europe, Inc. - foreign trade - Europe 
Curtis Management Group - personality licensing 
Curtis TradeGroup, Inc. - import/export trading and management 
Carpenter Manufacturing, Inc. - school buses 
Franklin Power Products, Inc. - truck engine manufacturing 
Findlay Diesel - fuel injection systems 

Central Precision Ltd. - automotive and truck engine manufacturing 
Marine Drive Systems, Inc. -manufacturer of stem drive systems 
Lake City Forge, Inc. - engine, gear, transmission parts 
Northland Precision Manufacturing, Inc. - tool and die 
SerVaas Laboratories, Inc.- manufacturer of cleaning products 
SerVaas Management, Inc. - construction, building management 
SerVaas Engineering. Inc. -plant engineering 
U.S. Rubber Reclaiming, Inc. - rubber refining 
Healthcare Technologies, Inc. - phar m aceu tic al licensing 
Manufacturing Chemists -pharmaceutical manufacturing 
Waterway Capital Corp - wholesale distribution, air freight 
Indiana Business Magazine, Inc. - specialty magazines 
Industrial Communication Engineers, Ltd. -electronic components 

Presidentof: 

Indianapolis C ity Council 

(The legislature for greater Indianapolis) 

Chairman of: 

U.S. -Polish Economic Council 

(Joint Federation of the US. and Polish Chambers of Commerce) 

A member of the Board of Directors of: 

Banc One Indiana 
Indiana Public Health Foundation 
Indianapolis Entrepreneurship Academy 
Robert Schuller Ministries (The Hour of Power) 

Chairman, The National Institute for Fitness A Sport 
The Council for National Policy 
The Hudson Institute 

Former Director of: 

American Legion (National Foreign Relations Commission) 
Goodwill Industries - Grolier, Inc. 

Indiana Commission for Higher Education 
Indiana State Board of Health 
KCOM (Medical College) 

National League of Nurses 
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Education; 

1925-1938 Public School 70; Shortridge High School graduated 1937 High Honor Roll 

1938- 1939 University of Mexico. Mexico City, undergraduate 

1939- 1940 Indiana University. AB chemistry, history and Spanish 

1941 Purdue University, du Pont scholar, graduate chemistry 

1962-1970 Indiana University School of Medicine, Doctor of Medical Science 

Military Career: 

1941 -1945 Officer, United States Navy; American Intelligence Command; Office of Strategic 
Services (China Theatre). 

1946 Returned to China in connection with the mission of General George C. Marshall and the 

resumption of hostilities between the Nationalists and the Communists. 


Personal Information: 

Bom May 7, 1919, in Indianapolis, Indiana of Dutch ancestry 
Married: COry Synhorst, January, 1950 
Five children: Eric, Kristin, Joan. Paul, Amy 
Member of Second Presbyterian Church 
Business Address: 1000 Waterway Boulevard, Indianapolis, IN 46202 
Home Address: 2525 West 44th Street, Indianapolis, IN 46206 


Honors and Awards: 


Eagle Scout -1935 
Amateur Radio W9WV0 - 1935 
Phi Delta Kappa Scholastic Honorary 
Bronze Star Medal (World War II) 

Army Commendation Medal (World War II) 
Golden Plate Award, American Academy 
of Achievement- 1973 


Doctor of Business Management (Indiana Institute 
of Technology) - 1973 

Doctor of Humane Letters (Butler University) - 1974 
The National Horatio Alger Award for 1980 
Sagamore of the Wabash - 1981 
Doctor of Laws ( University of New England) - 1982 
Doctor of Laws (Indiana State University) - 1984 


A Member Of: 


American Academy of Achievement 
Association of American Medical Colleges 
American Legion 

Amateur Trapshooting Association of America 
Boy Scorn National Program Committee 
Columbia Club 
Delta Upsilon 
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“500” Festival Association 
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Jordan YMCA 
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Meridian Hills Country Club 
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Young Presidents* Organization 


Has been a lecturer and guest speaker on such subjects as: 


US. Foreign Policy in the Ffcr East 
Communism as I Saw It at Work 
My Years in Latin America 
Everything Is Chemistry in Action 
What It Takes to Make Good in Business 
What Will Happen to Castro’s Cuba 


Why the Russians Kicked Communism Out in 1922 
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FINANCE 

05/28/8? 

. Fire insurance on adse 1 fixt $4,000,000. Umbrella policy. 

On MAY 28 1987 Gordon Cooper, vice president, deferred financial 
statement but submitted the above fibres. 

He submitted the following partial estimates dated MAY 28 1987: 

. Projected annual sales are $ 7,000,000... 
r *. He stated that sales for the 12 months ended Apr 30 1987 were up 

compared to the same period last year. 

On May 28 1987 Gordon Cooper, vice president and treasurer, 
stated that financial statements are insured as a consolidated 
statement by parent company. 

PUBLIC FILINGS 

UCC FILINGS 

09/03/87 Financing Statement 4000088 filed 06-30-87 with Secretary. State 

of OH. Debtor: Matr ix-Churchill Corporation, Cleveland. OH. Secured 

Party: Towlift Inc, Cleveland, OH. Collateral: specified industrial 

equipment/machinery . 
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The public record items reported above under 'PUBLIC FILINGS* 

•' and *UCC FILINGS* may have been paid, terminated, vacated 

or released prior to the date this report was printed. 

HISTORY 

"5/23/8? 

PAUL HENDHP.SON. PRES GORDON COOPER , V PRES-IREAS 
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ELLIS born 1947. Received JD degree from Case Western Reserve 
University in 1972. Active here as an advisor only. 


OPERATION 
"5 *28/37 

Foreign parent is T I Group. PLC, Birmingham. England, started 
1919. which operates as a stockholding company. Parent company owns 
100% of capital stock. Parent company has over 100 other 
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guarantees or endorsements. 

Wholesales high precision industrial machinery manufactured by 
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EMPLOYEES: 10 including officers. 

FACILITIES: Rents 19.000 so. ft. in one story brick building in 

good condition. Premises neat. 

LOCATION: Industrial section on sice street. 
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Iraqi brass refinery as of May 30, 1990. As of Aug. 2, 1990 Foundation for furnace as of May 30, 1990 

no roof construction had occurred. No furnaces were ever installed. 
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Scrap Iraqi cable and wire Scrap heat exchangers with spent Iraqi shells 
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REMARKS TO THE 

U.S. HOUSE OF REPRESENTATIVES 
COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIR8 

BY 

A* ROBERT ABBOUD 
APRIL 9, 1991 

Mr. Chairman and members of the Committee: 

Thank you for the invitation to testify today concerning the 
Committee's ongoing investigation of the relationship between the 
Atlanta Branch of Banca Nazionale del Lavoro and Iraq. I cannot 
contribute directly to your inquiry because I have no personal 
knowledge of that relationship. However, Mr. Chairman, in your 
April 1st letter to me, you posed several questions regarding U.S.- 
Iraq commercial and financial relations, and I am honored to share 
my perspective on that topic with the Committee today. 

I have been a consistent supporter of President Bush's policies in 
the Gulf, and have had an opportunity to meet with him twice since 
the August invasion. What Saddam Hussein did was wrong - it was 
criminal - and it was unjustifiable. I don't know why Saddam 
Hussein invaded Kuwait. Having met with him only once I would not 
care to attempt to analyze his reasoning or motivations. Suffice 
it to say that he miscalculated badly, and underestimated the 
strength of President Bush, the will of the American people, and 
the manner in which political disagreements are put to the side 
when our troops face enemy forces abroad. \ 
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I would like to review with you my role in fostering international 
trade. As an individual and as a banker I have long felt that 
international trade contributes to worldwide prosperity and tends 
to lessen tensions among nations. Over the years I have traveled 
to scores of countries in pursuit of this objective. 

The Committee is concentrating its review today on trade with Iraq, 
a country with which the United States government re-established 
diplomatic relations in 1984. Ambassadors were exchanged, official 
trade credits were provided by the Department of Agriculture 
through the CCC, and by the Export Import Bank of the United 
States. Because the U.S. had not had diplomatic relations with 
Iraq for many years, most American businesses did not know the 
country or have an avenue to research business opportunities. 

Although chairing the U.S. -Iraq Business Forum was not a full-time 
or paid position for me, it was an opportunity to work with a 
premier group of U.S. companies, large and small, with an interest 
in developing the trade ties which the U.S. government endorsed and 
initiated through its programs, trade fairs, and the direct 
encouragement of the U.S. Department of State and Department of 
Commerce . 

I have only been to Iraq on one occasion since Saddam Hussein 
became Iraq's leader. I was there for 3 days from June 6-8, 1989 
as part of a group of prominent business leaders who were members 
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of the Business Forum. During that visit the group had briefings 
by the U.S. Embassy staff, met with several cabinet members, and 
bankers. We met with President Saddam Hussein on our final evening 
in Baghdad - in the company of U.S. Ambassador April Glaspie. 

The discussions were consistently on Iraq's need to rebuild its 
civilian economy and its financial standing in the world community, 
which had been devastated by eight years of war with Iran. There 
was no talk of military requirements, but on developing 
agricultural and energy resources. Virtually the entire delegation 
attended all the meetings, which were held in conference rooms at 
the various ministries, so there was no private discussion of First 
City business. The American Embassy expressed a strong desire for 
the U.S. firms represented on the trip to participate in the 
upcoming trade fair in Baghdad. 

Concerning the BNL scandal, as I mentioned at the outset of my 
remarks, I cannot add to what the Committee already knows. First 
City had no dealings whatsoever with BNL related to Iraq. I have 
not met with BNL officials, either in my capacity with the Business 
Forum or as Chairman of First City. None of my staff has met with 
them. Neither I nor my staff has spoken to BNL- Atlanta or BNL- 
Rome concerning any BNL loan to Iraq. In fact, the extent of First 
City's contacts with BNL, directly or indirectly, have been the 
following: (1) a phone call from Mr. Dragoul's secretary to the 
effect that Mr. Dragoul was or would be in town and would like to 



stop by the bank to meet me (he never stopped by and we never heard 
anything more about it); and (2) a telex from a Jordanian 
businessman that two Iraqi government officials would be in the 
United States and would like to meet bank representatives to 
discuss, among other things, whether First City would be interested 
in participating as a lender in the creation of an Iraqi Industrial 
Fund with BNL. No meeting occurred and no bank employee 
communicated with the Iraqi officials, with BNL employees, or with 
the Jordanian, Wafai Dajani, concerning the concept. I was not a 
party to either of these two communications. 

I understand that BNL was an active user of the U.S. government's 
export programs for Iraq. I have no knowledge as to whether they 
made proper use of these programs or not. Like most Americans, 
including the Congress, I learned through press reports about the 
billions of dollars in additional loans which BNL made available 
illegally to Iraq. Such activities could only have a chilling 
effect on relations between our countries, which were still on 
friendly terms at the time. As to the effect on the CCC and Exim 
programs, undoubtedly there has been a high level of scrutiny of 
the underlying operations. BNL's activities should not deter the 
creation of programs designed to improve export opportunities for 
American farmers and exporters of non-military products. 

First City, during my years as Chairman, was dedicated to meeting 
the trade finance needs of our customers. We worked with 



124 


- 5 - 

correspondent banks around the world to open up trade opportunities 
for fanners, small businesses, industrial and energy customers. 
As you know, Mr. Chairman, international trade is fundamental to 
the prosperity of Texas. With leading ports in Houston, Galveston, 
and Corpus Christi as well as the border cities with Mexico, Texas 
enjoys some $50 billion a year in international trade out of a 
gross state product of about $325 billion. One out of every eight 
manufacturing jobs comes from exports. And in agricultural 
exports, we rank first in cotton, second in rice, and third in 
wheat in the U.S. A large Texas bank would naturally finance its 
customers 1 trade . 

During the late 1980's Iraq was the leading trading partner of the 
Port of Houston, principally as a result of the export of 
agricultural products and import of crude oil. We financed the 
sale of agricultural products to Iraq exclusively through the CCC 
program. Please remember, that the U.S. Department of Agriculture 
not only guarantees these exports - it originates the business with 
the importing country, and allocates that by individual products. 
The CCC concludes its arrangements on a government to government 
basis. Then the importing country makes its purchase arrangements. 
Banks come into the picture after these negotiations have been 
concluded. 

First City committed to confirm and negotiate up to $50 million of 
these American agricultural exports on the basis that it was good 
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for our customers, and that our principal risk would be capped at 
$1 million because of CCC's 98% guarantee. We felt that this was 
prudent, not excessive, and appropriate for our size and the needs 
of our customers. Remember, the money never leaves the United 
States. Most of the goods left through the Port of Houston. We 
pay the American exporter. 

These transactions were on the basis of confirming commercial 
letters of credit made in the normal course of business, subject 
to the CCC guarantee on each and every transaction in advance. 

We made no other export loans to Iraq. None through Eximbank. 
None for our own account. 

At the request of our domestic energy customers we issued import 
letters of credit for their purchase of Iraqi crude. In these 
transactions the credit risk is the importer - major international 
oil companies. None was on the books at the time of the invasion. 

The Central Bank of Iraq and Rafidain Bank, the commercial bank 
which issued the agriculture letters of credit, kept short term 
deposits with First City and occasionally did foreign exchange 
transactions in the normal course of business. 


41-738 - 91 - 5 
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In summary, we tried to be responsive to the needs of Texas 
customers - farmers and agriculture exporters and energy companies 

I - while capping our principal risk at $1MM to protect our 

shareholders . 

i 

| 

J Mr. Chairman, during the last eight months we have seen a small 

country invaded by a hostile aggressor; we have seen great resolve 
in this country and among the coalition partners; and we have 
enjoyed military success thanks to the sacrifices of hundreds of 
thousands of our military personnel. I have consistently and 
publicly advocated the use of force to liberate Kuwait both at the 
White House and at public gatherings, and I am delighted that this 
has now been achieved. As a veteran, my heart goes out to those 
who lost loved ones and to those who were injured. Thankfully, the 
casualties were fewer than anticipated. Again let me thank you for 
providing me with the opportunity to share my perspective on these 
issues. I would be happy to respond to any questions that you or 
other members of the Committee might have regarding my testimony. 
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TESTIMONY TO THE U.S. HOUSE OF REPRESENTATIVES 
COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS 

MARSHALL W. WILEY 
PRESIDENT (RETIRED) 

UNITED STATES IRAQ BUSINESS FORUM 
APRIL 9, 1991 

1. Please explain vour duties and responsibilities as President 
of the U.S. -Iraq Business Forum . 

The U.S. -Iraq Business Forum is now inactive. Prior to 
August 1990, it functioned as a trade association of United 
States companies interested in doing business with Iraq. Its 
only source of funds were dues paid by member companies and its 
Board of Directors included such major corporations as 
Westinghouse, Caterpillar, General Motors, Mobil and Amoco. The 
Forum received no funds from the Iraqi government or other Iraqi 
sources . 

As President I was responsible for all Forum activities 
within the policy guidelines established by the Board. Most of 
my time was devoted to membership development and program 
development. Our programs were designed primarily to educate the 
membership on the Iraqi market and on Iraqi business practices. 

In carrying out these duties I was able to draw on my own 
experience as a Foreign Service Officer, including service in 
Iraq, and as an international lawyer with a major law firm. 

2 . Please provide a brief historical overview of U.S. -Arab 
commercial relations . 
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During the 1967 Arab-Israeli War, diplomatic relations 
between the United States and Iraq were severed. After that date 
U.S. exports to Iraq were minimal and commercial relations were 
limited to the importation of Iraqi crude oil through normal 
international marketing channels. 

In 1973, the U.S. established an Interests Section in the 
Belgian Embassy in Baghdad and assigned a commeroial officer to 
the staff of the Interests Section. U.S. exports to Iraq 
increased slowly, but Eastern Europe, Western Europe, Japan, 
China, and the Soviet Union continued to be the main suppliers of 
Iraqi imports . 

In 1984, the United States and Iraq resumed full diplomatic 
relations and subsequently signed an agreement on trade and 
commerce, indicating the desire of both governments to expand 
commercial relations between the two countries. In 1985, the 
U.S. Iraq Business Forum was founded at my initiative to assist 
U.S. companies who were interested in the Iraqi market. The 
Forum received the cooperation of both governments in its efforts 
to promote commerce between the U.S. and Iraq. 

By 1989, U.S. exports to Iraq had increased to approximately 
$1.5 billion dollars per year. This figure included 
approximately $1 billion in agricultural commodities, most of 
which were exported under the Department of Agriculture's 


- 2 - 



129 


Commodity Credit Corporation guarantee program. The other $500 
million included a variety of construction materials, automotive 
spare parts, pharmaceuticals, medical equipment, and other 
miscellaneous items. 

Until recently, the government of Iraq prohibited foreign 
investment in Iraq, except for investment from other Arab 
countries. As a consequence, there is now no significant' United 
States investment in Iraq. 

3. Did the Fortum sponsor trade shows in Iraq? How often did you 

personally visit Iraq? Did vou ever meet with Saddam Hussein? 

Please elaborate . 

The Forum sponsored one trade mission to Iraq for our member 
companies. The U.S. Embassy Commercial office assisted us in 
developing a program for the mission. The Forum also twice 
rented booths at the United States pavilion at the Baghdad 
International Fair. The Fair is an annual trade show for non- 
military materials and commodities. The Forum then sublet space 
in our booth to member companies who did not wish to incur the 
full expense of a single booth. I personally visited Iraq 
approximately once per year. I met with Saddam Hussein once with 
a delegation of senior U.S. business executives in the late 
spring of 1989. The meeting was cordial and Saddam Hussein 
expressed his interest in expanding normal commercial relations 
with the United States. 
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4. Regarding BNL: 

a. What effect did the BNL scandal have on U.s.-lrag 
relations ? 

b. wfr?t e fie.gt . fl ia the. .BNL. .s sanflal h ave pn the fi n ancial 
conditi o n ot ■Iraq? 

The BNL scandal undoubtedly contributed to the decision of 
the Department of Agriculture to suspend the CCC credit program 
for Iraq in January 1990. Since Iraq was unable to obtain 
private bank credit from other U.S. banks to finance commodity 
sales to Iraq, the suspension of the CCC credit program severely 
reduced the level of U.S. -Iraqi trade. Since Iraq had given the 
United States priority in its debt repayments and had kept its 
payments on prior CCC guaranteed loans up to date, the decision 
to suspend the program probably also created concerns in the 
minds of the Iraqi leadership about U.S* intentions towards Iraq. 

The BNL scandal and the subsequent suspension of CCC credit 
guarantees added to Iraq's cash flow difficulties. Although 
potentially a wealthy country, Iraq emerged from the Iran-Iraq 
war with a pressing need for additional credits to service their 
debt and finance their ambitious development program. The BNL 
scandal obviously contributed the their cash flow problems. 
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c. Did you ever meet any of the BNL employees? Wfrat di d 

you think of the BNL-Atlanta involvement with Iraq? 

Did you think it was unusual that a small branch of an 
Italian bank was financing so much business with Iraq ? 

In my capacity as a lawyer, I met with a BNL vice president 
in Atlanta in the company of a client to discuss arrangements for 
a CCC guaranteed loan for a sale of lumber to Iraq. At a later 
date, the BNL President, Chris Drougel, called on me in my 
Washington office in the presence of his attorney to discuss the 
investigation of BNL then being conducted by several agencies of 
the U.S. government. He apparently concluded that my legal 
service would not be of use to him, and I have not heard from him 
since that visit. 

I did not find it unusual that many of the CCC guaranteed 
loans were made by BNL. I assumed that the Iraqi government had 
some arrangement with the BNL main office in Rome which included 
the use of the BNL Atlanta branch to provide loans for Iraq under 
the CCC credit guarantee program. I was unaware of any 
additional BNL loans to Iraq not guaranteed by the U.S. 
government . 

5. Regarding the U.S. Embassy in Baghdad, Iraq 

a. How often were you in contact with the U.S. Embassy in 
I raq? What was the nature of vour contact with the 
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Embassy? How would you characterize the Embassy's 

position towards Irag-U.S. commercial relations? 

I am a retired Foreign Service Officer and I served in Iraq 
from 1975 to 1977. The last two U.S. Ambassador's to Iraq were 
personal friends and colleagues of mine from my days in the 
Foreign Service. I also knew personally several of the Embassy 
staff, both American and local. My business dealings, however, 
were focused primarily on the Embassy's commercial officers and 
the agricultural attache who was responsible for the agricultural 
commodity sales program. I worked closely with the Embassy on 
all of my visits to Baghdad. 

Prior to the Iraqi invasion of Kuwait the Embassy considered 
the promotion of U.S. Commerce with Iraq as one of its major 
responsibilities. This would be true of any Embassy, unless it 
were specifically instructed to the contrary by legislation or 
senior administrative authority. 

6. Regarding the Export-Import Bank and_CCC Programs 

a. What was the Business Forum's reaction to^ the EX-IM 

Bank's not approving medium term programs for exports 
to Irag ? 

The Business Forum kept its membership informed of EX-IM 
Bank and CCC policies. It is a fact that most of our foreign 
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competitors were receiving medium term export credit guarantees 
from their governments which made it impossible for U.S. 
companies to compete on some major projects such as power plants 
and major water projects. The Forum's relationship with the EX- 
IM Bank personnel was cordial and EX-IM officials were normally 
invited to our membership symposia and receptions. 

b. How important were EX-IM Bank guarantees to U.S. -Iraq 
trade ? 

The EX-IM program was limited to $100 million in short term 
credit insurance. The program was too small to have had a major 
impact on U.S. -Iraqi trade. 

c. How important were CCC guarantees to U.S.- 
l£agi.am 

The program reached a level of $1 billion per year before it 
was suspended. Since Iraq was unable to obtain unguaranteed 
credit for U.S. sales to Iraq, there would have been very few, if 
any, agricultural sales without the CCC programs. 

d. What effect did the BNL scandal have on the CCC and 
Export-Import Bank programs ? 

The BNL scandal was certainly one factor that entered into 
the decision to suspend the CCC programs in January, 1990. To 
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the best of my knowledge, it had no direct effect on the EX-IM 
program. 

7 . What was vour reaction when learning that the Iraqi 
government had used poison gas on the Kurds? How did that issue 
affect U. S . —Iraqi commercial relations ? 

To the extent that these allegations are true, I find such 
action abhorrent. I do not know the extent to which such 
allegations affected the actions of U.S. businessmen. It may 
well have made some decide not to do business in Iraq. The Forum 
had hoped to exert a modifying influence on the behavior of the 
Iraqi government by strengthening its ties with the United 
States . 

8. Please share with us vour personal thoughts as to whv Saddam 
Hussein invaded Kuwait. In vour opinion, did Iraqi financial 
difficulty plav a large role in Saddam Hussein 7 s decision to 

invade Kuwait? In your opinion, did Iraqi financial difficulties 

plav a large role in Saddam Hussein / s decision to invade Kuwait ? 

In my opinion, Saddam Hussein invaded Kuwait primarily for 
economic reasons. He believed that Kuwait was conspiring with 
the United States to wreck the Iraqi economy. As evidence he 
cited Kuwait's oil production 50% in excess of it's OPEC quota 
and Kuwait's reluctance to cancel Iraq's debts and make further 
loans to Iraq. He also believed Kuwait was over-producing from 
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the North Rumaila oil field which straddles the Iraq-Kuwait 
border. He believed that Kuwait had benefited from Iraq's long 
and bloody war with Iran and was not sufficiently appreciative of 
Iraq's efforts, considering Kuwait's immense wealth and Iraq's 
difficult economic circumstances. The U.S. Department of 
Agriculture's decision to suspend the CCC credit guarantee 
program with Iraq - despite Iraq's excellent repayment record - 
was no doubt taken as evidence of a U.S. determination to harm 
Iraq economically. 

At the same time, I believe that Saddam Hussein did not view 
his invasion of Kuwait as an anti-U.S. action. He had not 
threatened U.S. oil supplies - or even an excessive oil price 
increase. He was probably honestly surprised at our strong 
reaction in defence of the Emir of Kuwait and the Sabah family 
for whom he had a very low opinion, bordering on contempt. His 
decision to invade was motivated by his sense of insecurity and 
his belief that Iraq was under siege from unfriendly powers. 

9. Any other thoughts you may have regarding U.s.-Iraq relations 
or the BNL scandal ? 

The allegations of wrong doing in U.S. -Iraq commercial 
relations should be kept in perspective. The U.S. government and 
the media have made intensive efforts to uncover such wrongdoing 
for the last 18 months and the concrete results of these 
investigations have so far been quite limited. In fact, there 
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appears to be very little evidence of any substantial number of 
illegal shipments to Iraq from the United States. To the extent 
such wrongdoing has occurred, it should, of course, be 
prosecuted. On balance, however, most businessmen considered 
Iraq the least corrupt of the countries of that area and almost 
all of our trade with Iraq has been legal and above-board. 

There is a danger that our intensive focus on the 
personality of Saddam Hussein will obscure the longer range 
considerations of U.S. interests in Iraq and elsewhere in the 
area. In the long run, Iraq will no doubt become an important 
country by virtue of its huge oil reserves, its natural 
resources, its infrastructure and its relatively well educated 
manpower resources. 

There is a natural fit between the U.S. and Iraqi economies 
which could provide the basis for an important economic 
relationship when and if we can overcome our present political 
problems. In the emerging world of intensive international 
economic competition, Iraq could emerge as an important trading 
partner for the United States. I hope our present policies will 
not foreclose this opportunity for the future. 


MWW91A04.SED (4/23/91 11:23am) 
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KENNETH L. MOORS 

Consulting Engineer — Ordnance Development and Production 


General 


Areas of 
Experience 


Professional 
Accompl i absent s 


Career 

Status 


Mr. Moore is a senior ordnance engineer with 
18 years' experience in the design, produc- 
tion, and upgrade of conventional munitions. 
Specific experience includes ROCKJYE cluster 
bombs, laser-guided bombs, 2.75" and 5" air 
rockets, Mk 80 series bomb6, 105mmi tank ammu- 
nition, and 155mm artillery projectiles . Mr. 
Moore currently is involved primarily in the 
design and set-up of ordnance production faci- 
lities, and in associated hazards analyses and 
safety design studies. 

Mk 80 series general purpose bomb production 
and loading 

155mm artillery projectile metal parts pro- 
duction and loading 

105mm tank round parts production and loading 

Adaptation of foundry production technology to 
replace forged projectiles and bombs with duc- 
tile iron castings from commercial! foundries 

Formulation and casting of composite rocket 
propellants to 21" diameter 

20mm, 25mm, and 30mm gun ammunition develo- 

pment and production 

Explosives, propellant, and pyrotechnic safety 
and hazards analyses and facility ! design for 
protection of personnel and capital assets 

Responsible for introduction to service use of 
several new ordnance systems and marjor perfor- 
mance improvements In several others. Twelve 
patents In ordnance, energetic materials, and 
energy conservation; numerous publications on 
same topics. 

Independent consultant to US Government and 
Industry for production of improved air and 
land weapons systems. Work Includes facili- 
ties design, safety and hazards analyses, and 
classroom training. 
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OVERVIEW OF THE MUNITIONS INDUSTRY 


General. Conventional weapons and ammunition are frequently regar- 
ded as a corner-stone of national independence by modern nations. 
This attitude is not restricted to major powers such as the United 
States, Europe, and Japan, but increasing applies to those nations 
described as "developing" or "third world" countries'. In most 
instances, the desire to produce weaponry arises from 1 considera- 
tions of national security, particularly in situations where there 
is concern over an arms embargo in the event of conflict with one's 
neighbors or other enemies. 

The attitude toward indigenous production is the same in most 
countries — it is usually desired that high-use items such as ammu- 
nition for tanks, artillery, and the infantry be produced (or at 
least assembled) in-country, and for this purpose special load- 
assemble-pack (L.A.P.) plants. Intended for filling projectiles 
with explosives and for assembling complete rounds from shells, 
cartridge cases, and propellant charges, are popular first items in 
any military industrial buildup. On the eve of World War Two, for 
Instance, the United States embarked on a massive program of erec- 
ting LAP facilities all across the country, and based its war-time 
industrial policy on the ability of Industry to supply these plants 
with such items as cartridge cases, artillery shells, and bomb 
bodies. Production of explosives and propellants was expanded from 
Government hands to Government Owned, Contractor Operated (GOCO) 
plants, and contracts were given to, or forced upon, many 
industrial firms for the duration of the war. What thus developed 
was a highly Integrated Infra-structure of metal parts and chemical 
producers working together with LAP facilities to produce and 
deliver complete rounds of ammunition to the military. At a 
somewhat later date, Government-owned facilities for metal parts 
were expanded, facilities which at tha pr«««nt have become largely 
idle due to increasing obsolescence of their machinery and end 
products. Only in time of major conflict, or due to national 
Isolation or paranoia, will dedicated facilities be erected for 
military ammunition metal parts production. This is due to the 
Inefficient nature of such plants, and to the extremely high cost 
of capital equipment and maintenance. 

United States practice at present is to procure ammunition or bomb 
metal parts from both GOCO and Industry sources, and to accept 
delivery of these components at GOCO plants for filling with 
propellants and explosives (usually from other GOCO plants), and 
assembly with fuzes and other metal components such as jinks (from 
commercial sources) into complete munitions which are then packed 
into metal or wooden containers from commercial sources. Actual 
production of procured components is frequently undertaken in 
plants which are dedicated to military goods production, although 
this is changing as the US Defense budget declines. It addition, 
there are now several private LAP plants in operation, both for US 
Government sales and for overseas sales, and nearly all private 
firms, whether metal parts, fuze, or explosives producers, look 
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increasingly to the overseas market for their financial support. 
What has changed most in this picture over the past few years is 
the extent to which US industry is allowed to sell its products 
overseas, either loaded or as components, and the transfer of 
armaments production technology and machinery to other nations. 

The United States is not alone in this field: in fact, it is 
frequently a secondary player as there are few firms in the United 
States which specialize in the supply of armaments production 
facilities. For many years, such work was undertaken by a number 
of European firms, on both sides of the Iron Curtain, and the 
activities of US firms were restricted to supply of machinery or 
components to plants already in existence. When US firms did par- 
ticipate, it was usually under US Government contract to supply a 
complete, operable plant under so-called "turn-key" conditions. In 
recent years, a few US firms have entered the arms production faci- 
lities market, where their ability to compete has been hampered by 
their inexperience in arranging financing for the sale #i frequently 
Including conditions of payment at the end of the job, or arrange- 
ments for payment over a period of several years. 

Many US firms are novices in the field of export operations, and 
the Commerce Department has an aggressive program of support to US 
firms wishing to engage in export activities. In addition, many 
states and regional development authorities have arrangements with 
banks to finance various phases of overseas sales. Because of the 
complexity of the process for obtaining permits for; export of 
machinery for production of military goods, two phenomena are 
highly visible at the present time. These are the use of export 
management firms, or trading firms, as brokers for the sales, and « 
the use of commercial export licenses, whenever possible, to ease 
and speed up the export process. 

Export firms, including trading companies, normally operate either 
as agents (on commission) or brokers, buying goods for subsequent 
re-sale to another intermediary or to the end user. This arrange- 
ment is popular with machinery producers, in particular, who are 
reluctant to begin a job without some advance payment and who fre- 
quently will not ship machinery without having all, or nearly all, 
of the payment received by their own bank. In nearly all cases, 
machinery used for production of munitions components is obtained 
from standard industrial sources, as will be discussed: later, and 
equipped with special tooling to permit production of specific end 
items. In this market, it is not uncommon for a firm working on a 
turn-key project to become its own trading and finance company, 
which requires that it become proficient in such areas as project 
management, industrial sub-contracting, and handling of 
international commercial letters of credit. 

In a typical export case, such as a machine for production of rifle 
cartridge cases, the exporting firm will engage the services of an 
engineering firm to buy the required machinery, make such modifica- 
tions as are necessary, and prepare the goods for shipment. To 
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exercise greater control over the project, and to minimize the 
extent of information "leaks" to potential competitors J some firms 
will hire technical experts to exercise technical management over 
the project, and then sub-contract the engineering to one firm, the 
machinery to’ another, and the tooling to yet a third. This works 
well when the export firm is fully versed in the particular produc- 
tion art, and ha9, in fact, led to some interesting embarrassments 
when goods delivered to the customer require extensive modifica- 
tions before they are operable. To avoid this, successful export 
firms arrange for all equipment and tooling to be checked out in 
their own country, or at least under their own supervision, prior 
to shipment to the customer. The process of "commissioning" the 
machinery in the customer's factory is then done at greatly reduced 
risk, and suppliers and sub-contractors are much more agreeable to 
working on the project since their payments will be received before 
the goods leave their physical control. 

Munitions production. This is a specialized field of industrial 
activity, frequently performed under military supervision, 
involving materials and processes adapted from similar ■ commercial 
activities. The range of such processes encompasses virtually the 
entire field of commercial engineering practice — chemicals, metal 
components, and electronic assemblies are produced and assembled in 
manners frequently identical to those employed in the commercial 
sector. There are, in fact, very few military end itemB which are 
produced in plants or with machinery designed and manufactured 
specifically for military production purposes — most machinery in 
use today is adapted from commercial chemical, metal-working, and 
electronic production practice. 

Military Industry Build-up in Iraq. In the 1980 's, with a war 
against Iran already in progress, Iraq became a major consumer of 
military hardware, including aircraft, armored vehicles, * artillery, 
and ammunition. The extent of this activity increased to the point 
where supply became a problem, as Iraq 1 6 ocean access was restric- 
ted and goods had to be transported overland after unloading of 
vessels, usually in Jordan or Turkey. To reduce the economic cost 
of the military procurement, Iraq undertook a major expansion of 
its military industries, an expansion which grew to- encompass 
virtually every field of industrial activity which would support 
the enormous Iraqi military machine. Chemical industries based on 
petroleum were expanded significantly, and centers were set up for 
research and development as well as for production of military 
products ranging from sewn goods (packs, bandoleers,! tents) to 
munitions. Much of this was based on acquisition and modification 
of commercial equipment, frequently from firms having little or no 
experience in the military field but who could manufacture the 
required equipment and export it as commercial goods, thus avoiding 
(it is presumed) scrutiny by the normal arms control agencies. 

Examples of the use of commercial equipment for production of mili- 
tary goods of special interest to this hearing include artillery 
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gun barrels, artillery shells and tank track components, other 
ammunition components, cluster bombs and fuel-air-explosive (FAE) 
bombs, and electronic components such a9 integrated circuits and 
solar cells. 

Centrifugal Casting of Cun Barrels. Throughout 1990, there was 
considerable press coverage of the activities of Dr. Gerald Bull 
and his firm. Space Research Corporation, in the development of a 
so-called "super-gun" for Iraq. The initial portions of this gun 
were, it is alleged, procured from forging houses in Europe for 
assembly in Iraq. One highly interesting item which came to light 
was the attempt by Iraq to buy a state-of-the-art centrifugal 
casting machine. This machine, supplied by an American firm, was 
supposedly for the production of ductile iron water and sewer pipe. 
In fact, this is the principal use of such equipment in the United 
States today, but it has a somewhat chilling military application. 
During World War Two, the United States built well over 100,000 
artillery gun barrels by centrifugal casting, and went so far as to 
set up a special factory for this purpose alone. Attached sections 
of Army and other historical documents show this clearly, even 
though today most engineers think of gun barrels as suitable only 
when produced by hot-forging operations. In fact, it was known 
that the centrifugal casting process produced consistently superior 
gun barrels, and barrels were produced up through the largest items 
in service in World War Two. 

Rotary Forging of Gun Barrels. The so-called "rotary forge" is a 
machine which employs a set of external, radially operating hammers 
to pound a tube or hollow billet of steel over a work piece, known 
as a mandrel, for the purpose of forming it into a useful hollow 
cylindrical item. Examples Include vehicle drive train components 
and suspension items as well as gun barrels. One notice of this 
equipment in the West was its acquisition in large numbers by the 
Soviet Union in the 1970's'; at that time, the US Government had 
acquired one such forge for evaluation purposes at the Watervllet 
Arsenal gun barrel shop. In some calibers, it is possible to 
generate the internal grooves, known as "rifling" by this process, 
thus avoiding what is otherwise a costly, time-consuming procedure. 

Shell Production by Forging. Most artillery shells are produced 
today by the "hot-cup, cold-draw" process which transforms solid 
cylinders or square sections into nearly finished projectiles. The 
machines employed in this work are normally of two types^-hydraulic 
extrusion presses, and a device known as an "upsetter". Hydraulic 
presses are most common today, and are used for forming shells from 
both heated as well as cold stock. There are still several sup- 
pliers of this type of press in the US, and adaptation of such a 
machine for military production is accomplished through acquisition 
of appropriate tooling. The latest machines will have two or more 
operations performed in the same machine, with robotic handling 
equipment to insert, transfer, and extract the forged shell bodies. 
There is no difference between a hydraulic press for forging shells 
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and one for forging aircraft landing gear components or vehicle 
suspension members. An upsetter is used commercially for produc- 
tion of cylindrical bodies such as truck axles in high volume, and 
in World War Two was used extensively to produce many millions of 
shells up through 105mm. The use of upsetters has come back in 
recent years due to changes in specifications and quantities 
recent Years' aue'to cnanges m sped neat ions and quantities 
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procured by the military. 


Tank Track Production by Forging. Tank track components, 
specifically track 6hoes and link pins, are typically formed in a 
hammer press, either horizontal or vertical, by a series of sharp 
blows to a heated work piece. The same machine, which can be 
operated by steam, air, or oil pressure, is often employed to 
produce crank shafts, cam shafts, wrenches, and many other 
automotive components and hand tools. Again, the only difference 
is the tooling and the impact force and repetition rate, which 
today Is controlled from a computer console. 

Cluster Bomb Components. During the Iran-Iraq war, it is alleged 
that Iraq acquired the technology to produce sophisticated cluster 
bombs originally of US design. Components for the small bomblets 
used in these cluster bombs are produced by processes known as 
stamping and "deep-drawing"., which are use commercially for the 
production of lip-stick tubes, bail-point pens, and aluminum cigar 
containers as well as sub-munition grenades and small arms 
cartridge cases for the military. These machines are usually 
comprised of a series of vertical punch or press elements, laid out 
in a straight line, along which the work piece is moved as It la 
transformed from a solid piece of metal into a finished or nearly 
finished article. 


Fuel-Alr-Exploslve (FAB) Bomb Filling. During the last year, it 
has come to light that Iraq has acquired the technology, to produce 
fuel-air-explosive (FAE) bombs, and has even advertised its pro- 
ducts in its military products catalogue. What is of concern here 
is that the Iraqi FAE bomb is filled with a material known as 
ethylene oxide, which is used commercially for sterilization of 
medical instruments and in agriculture for accelerated ripening of 
fruit during shipment. It is also the starting point for several 
other chemicals of military and commercial use. 

Printed Circuit Boards. Most modern electronic assemblies in 
communications equipment are produced by attaching individual 
components and sub-assemblies to "printed-circuit" boards. In 
these systems, copper previously plated onto insulating materials 
such as fiberglass or phenolic is etched away chemically to form 
electrical connections, thus avoiding a time-consuming, and costly 
wiring process. In 1986, General Amar, head of Iraq’s Scientific 
and Development Committee was a6ked about the role of an elec- 
tronics component factory supplied by the French firm Thomson-CSF. 
He replied that Iraq's goal was to develop its own electronics 
industry, not just become self-sufficient in production, and thai 
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independence and free action in the future was dependent on such 
abilities in the electronic field. Machinery used forf production 
of circuit boards and most other electronic components is the same, 
whether the end items are television sets, medical instrumentation# 
or military radios. 

Hybrid and Monolithic Integrated Circuits. Sometime in the 1980's, 
Iraq acquired the capability to produce integrated circuits at a 
level achieved by the US and most other powers during the 1960's 
and 1970's. Perhaps this was a portion of the technology acquired 
from the French; in any case, when combined with a printed circuit 
capability it leads to the ability to fabricate compact, rugged 
electronic assemblies such as are required for modern guided mis- 
siles, aircxaft electronics, spacecraft, and artillery proximity 
fuzes as well a6 small computers and associated hardware. 

Solar Cells. Solar cells are not normally thought of as having 
many military applications, although they are extremely useful irt 
supply of electrical power to modern electronic equipment in remote 
sites where electric generators will provide electrical emissions 
which can be detected by surveillance equipment. Th$y are also 
used as power sources in orbital spacecraft, which is interesting 
in light of Iraq's announcements to develop space weapons in 
response to Israel's capabilities in those fields. 
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ARTILLERY 


Centrifugal Casting 

Though the first patent on casting in a 
rotary mold was issued in England early in 
the nineteenth century before the Ord- 
nance Department was created, application 
of the principle to gun production in the 
United States dates only from World 
War I and the years following. Long before 
1918 the centrifugal process had been used 
for commercial manufacture of pipes, 
piston rings, gear blanks, and thin-walled 
metal tubing, but Ordnance did not begin 
serious experimentation with centrifugal 
casting of cannon until 1925, In 1918 an 
Ohio concern, the Paper and Textile Ma- 
chinery Company of Sandusky, had sub- 
mitted to Ordnance for examination three 
ccntrifugallv cast steel cylinders and had 
been awarded a contract to build a ma- 
chine large enough to cast the 155-mm. 
howitzer tube. In 1925, after delivery of 
the machine, its use was energetically 
pushed by Brig. Gen. Tracy C. Dickson, 
commanding officer at Watertown from 
1918 to 1932. During the experimental 
stages in the mid-20*s Watertown made 
large numbers of castings under different 
conditions and gave the resulting guns 
every known metallurgical test. The exper- 
imental casting cylinder used at Watertown 
was fitted with glass end pieces to permit 
observation of the molten metal after it 
was poured into the whirling cylinder." 4 
By 1932, after years of experimental pro- 
duction, a member of the Watertown staff 
was able to report in a scientific journal 


M ! 

that, ‘The manufacture of cannon from 
cast steel is an accomplished fact. Molten 
steel is poured into a revolving mold and 
shaped by centrifugal force; to the shape of 
the mold. The result is a piece of ordnance 
superior in many ways to anything hereto- 
fore produced.” n: * There vvcrc still mahy 
problems to be solved, and rejection rates 
remained high, but by 1940 the process 
was sufficiently developed to be ready for 
quantity production. 

During World War II centrifugally cast i 
guns made a substantial contribution. 1 
starting with the small sizes and eventual]) 1 
working up to medium sizes. On 20 June I 
1944 Watertown passed two landmarks in i 
its production history: completion of its ! 
100,000th centrifugally cast gun tube, and I 
installation of a new machine for casting I 
heavy cannon weighing up to 10 tons. The i 
centrifugal process not only resulted in ! 
speedy production and economy of mate- i 
rial but produced a gun that, unlike the 1 
forged gun which was stranger lengthwise 
than crosswise, had uniform directional 
properties. Centrifugal force tended to 1 
drive impurities toward the center where 1 
they could be eliminated when the gun i 
was bored, and to increase the specific | 
gravity of the product. Economy, simplic- i 
itv of manufacture, speed : of production, ; 


1,4 History, Watertown Arsenal, vol. 109. This 
reference gives a detailed account of centrifugal 1 
casting experience at Watertown, including nu- ; 
inerous photographs. 

,,s "Whirling Molten Steel to Make Cun Cast- j 
ings" by 1st Lt Steven L. Conner, Scientific ' 
American, 147 (September 1932;), 160. 
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and greater uniformity of product — all 
these were virtues of centrifugal casting. ,,tt 

In December 1941 Ordnance placed 
contracts for two government-owned, 
contractor-operated plants to make gun 
tubes according to Watertown’s centrifugal 
casting method. The Houston Tool Com- 
pany built and operated the Dickson Gun 
Plant in Houston, Texas, and the Ohio 
Steel Foundry Company operated the Ohio 
Gun Plant at Lima, Ohio. The latter 
arrangement was terminated in September 
1942 in view of the drastic reductions in 
the Army Supply Program, and the plant 
thereafter became the Lima Tank Depot. 
The Dickson plant continued in operation 
until the end of the war, turning out a 
total of more than 12,000 gun tubes, of 
which about half were for 105-mm. howit- 


l,n Hist, Watertown Arsenal, vol. toa, including 
long extracts from Watertown Arsenal Rpts by 
Dickson, Capt Hugh C. Minton, Capt Scott B. 
Ritchie, and t.t Steven L. Conner during the 
igao's and 1930*1 and personal notes of Dr. J. L. 
Martin, superintendent of production. 

,lT (1) History, Dickson Cun Plant, OHF ; (a) 
History, Ohio Gun Plant, OHF. The latter con- 
tains a lengthy memorandum by Maj. Tracy 
Dickson, Jr., to OCO Historical Section, 31 De- 
cember 1943- 
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COLD-WORKED GUNS; CENTR1FUGALLY CAST GUNS 193 

176. Centrifugal Casting of Cannon. — A means of forming pipe 
and other cylindrical shapes from various metals by centrifugal casting 
has been known and used for more than one hundred years, but the 
application of this process to the casting of steel is a comparatively 
recent development. The process involves the pouring of molten or 
liquid metal into a chill mold (a mold made of cast iron instead of sand), 
which is rotated at a high rate of speed so that centrifugal force causes 
the metal to take the shape of the mold before it solidifies. Since the 
solidifying or freezing temperature of steel is much higher than that of 
any metal previously cast by this process, the problem of centrifugally 
casting steel was a much more difficult one. 

This method of shaping steel has been developed by the Ordnance 
Department to the extent that it is now a standard step in the manufac- 
ture of gun tubes up to and including the 3-in. antiaircraft. Experi- 
mental castings for 5-in. guns have been produced and studies arc being 
made towards producing guns up to 8-in. caliber by this method. In 
addition to the saving of time and money, elimination of the forging 
process in gun manufacture relieves one of the serious problems en- 
countered in the production of armament in time of war. i The action 
of centrifugal forces upon the physical and chemical structure of tho 
steel, moreover, gives a high-quality casting. 

Knowing the dimensions of the desired cannon casting and the 
chemical composition of the alloy steel from which it is to be cast, the 
steel mcltcr determines the weights of the various items of the melting 
stock that will form the furnace charge. When the “heat” is ready, the 
molten steel is poured into a special runner box which carries a spout 
that will direct the molten metal into the opening in the chilli mold. The 
chill mold is a special shaped casting, the outside of which fits into the 
casting machine but the inside is bored out to the desired (shape of the 
exterior surface of the cannon to be cast. Each design of tube or liner 
requires a special chill mold for that design. 

The pouring of the whole heat must be accomplished quickly to 
avoid the freezing of the steel before the mold is properly filled. The 
casting is removed from the chill mold as soon as it is solid and rigid 
enough to keep its shape during handling. When removed from the 
chill mold, the hot casting is cooled slowly in cinders or in a furnace to 
obtain a more uniform crystalline structure of the metal. 

It is then given a normalizing and annealing treatment; and rough- 
machined internally and externally. The casting is then quenched and 
drawn, the treatment being similar to that given a gun forging. If the 
casting is to be cold-worked, it is then rc-machined. 
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die cast from copper-base alloys. The tensile strength of copper-base 
alloy die castings is considerably higher than that of die castings pro- 
duced from other alloys. For example, die castings made from yellow 
brass, and much usable alloy, have a tensile strength of 65,000 pounds 
per square inch. Another type of a special brass, a high-grade alloy, pro- 
duces die castings which have a substantially higher tensile strength— 
105,000 pounds per square inch. Manganese bronze die castings have a 
tensile strength of 85,000 pounds per square inch. 

The materials first used for die castings were lead-base alloys because 
of their low melting temperatures. The use of these alloys for die cast- 
ings at the present is rather limited. This is due to the continued develop- 
ment of other low-melting temperature alloys, such as zinc-base alloys, 
which yield products of high quality at low cost. The following prod- 
ucts are die cast from lead-base alloys: light duty bearings, X-ray shields, 
battery parts, weights, and other products for which it is necessary that 
good resistance to corrosion be obtained. The tensile strength of these 
alloys is low as compared with previously described alloys, the range 
being 7,700 to 13,800 pounds per square inch. 

Other low-melting temperature metals are the tin-base alloys, but 
their use for die castings is limited at the present because of the low 
value of their mechanical properties and the high cost of material. Sonic 
of these alloys, known as Babbitt metal, are used for bearings in the 
automotive and aircraft industries. Other alloys have been developed 
which offer good resistance to corrosion and are recommended for food 
and beverage handling equipment, soda fountain fixtures, and other 
equipment in this category. The tensile strength of these alloys is rather 
low, ranging between 7,500 and 10,000 pounds per square inch. 

Centrifugal Casting. The principle of this casting process is that 
the mold rotates fairly rapidly while the molten metal is poured into it. 
This casting process is also referred to as liquid forging because of the 
poured metal being worked while the mold rotates. Due to the rotation 
of the mold, centrifugal forces are being developed, which direct the 
incoming liquid metal to the inner surface of the mold with considerable 
intensity, where solidification occurs. This method of casting produces 
a product of greater accuracy and superior physical properties as com- 
pared with that produced bv gravity sand casting. Centrifugal casting 
is especially appropriate for products of symmetrical shape, such as cast- 
iron pipe, sleeves, and other castings of cylindrical form. The molds may 
be permanent and entirely metallic, semipermanent (made of metal and 
lined with refractory material), or of sand. If sand molds are used, they 
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are usually placed in a metallic container or housing adapted for spin- 
ning. 

The centrifugal casting principle dates back to 1850, but the com- 
mercial application of the process began about 1900. Iron castings were 
the first products manufactured by this process. Production of nonfer- 
rous and plain carbon steel castings came later, and centrifugally cast 
bronze and alloy products came into use in recent years. 

There are several methods of centrifugal casting which vary, depend- 
ing upon the shape of the casting produced. The true centrifugal casting 
is one method which can be applied in the production of cast-iron and 
cast-steel pipes and tubes. Large tonnages of these materials are produced 



Fig. 12. True Centrifugal Machine for Long-Tube Casting 

Couritiy of American Can Iron Pipe Company, Birmingham, Ala. 


by this casting method. The operation consists of spinning the mold 
about its horizontal or vertical axis by mechanical means. Rapid spin- 
ning of the mold produces a force capable of holding the molten metal 
against the inside surface of the mold until the metal solidifies. The in- 
terior of the mold is cylindrical, and usually is fitted with a liner of highly 
refractory material. The jnside diameter of the cylindrical liner is equal 
to the outside diameter of the desired pipe or tube, and no core is re- 
quired, as the wall thickness of the tube is controlled by the volume of 
molten metal poured into the mold. Pouring temperatures for iron and 
steel range from 2,700° to 3,000°F. A true centrifugal machine, with 
indirect drive through the top and bottom rollers supporting the flask, 
is shown in Fig. 1 2r 

Production of sound cylindrical castings depends upon correct spin- 
ning speeds. These have been well determined after considerable research 

2 “Centrifugal Casting of Steel,” by S. D. Moxlcy, from AS.M.E. Transactions, 
October, 1944. 




152 


Uther Lasting fro cesses 229 

and development. Excessive spinning speeds produce high stresses in the 
casting, making it unsuitable for practical purposes, while slow speeds 
prevent the molten metal from adhering to the inside surface of the 
mold. Speeds vary in accordance with the metal being cast, the size of 
the castings, and other factors. A shop producing a large variety of work 
by centrifugal casting requires mechanical equipment suitable for speeds 
ranging from 50 to 3,000 revolutions per minute. The machines are either 
mechanically or hydraulically driven, hydraulic operation being pre- 



Fig. 13. Group of Vertical Spindles and Part of Melting Equipment in a Centrifugal 

Casting Shop 

Courtesy of Ampco Metal, Inc., Milwaukee, Wis. 


ferred because of the smooth operation and the capacity for infinite 
speed variation it provides. Fig. 13 shows a group of stands and spindles 
which revolve about a vertical axis, and other equipment of a centrifugal 
casting shop producing small castings. These machines are suitable for 
production of ferrous and nonferrous castings. 

Mold design for centrifugal casting varies, depending upon the cast- 
ing desired and the type of machine used in the casting process. The 
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T HE centrifugal casting of gun tubes and 

their cold-working by the application of hy- 
draulic pressure on the internal surfaces 
constitutes one of the moat outstanding manufac- 
turing developments of the Ordnance Department 
during recent years. The operations involved in 
this highly interesting process were developed and 
are now being performed in the shops of the 
United States Arsenal at Watertown, Mass. All 
information concerning the operations is, however, 
strictly confidential and this article, therefore, will 
be confined to manufacturing processes that are 
somewhat less spectacular, but fully as important 
in keeping the United States Army equipped for 
maximum fighting efficiency. 

One of the important functions of an arsenal is 
to serve as a laboratory during peacetime for the 
development of manufacturing methods that can 
be adopted immediately, in case of war, by private 
industrial plants called upon to produce similar 
munitions. The shops of the Watertown Arsenal 


are assigned primarily to the building of medium 
and heavy gun mounts, which are. of course, re- 
quired in fairly limited numbers, and so the Ar- 
senal is operated somewhat on a jobbing shop 
basis. Jigs and fixtures have, however, been pro- 
vided for repetitive operations to save time and 
insure interchangeability. 

During the last year or so a considerable num- 
ber of machine tools have been Installed to enable 
the manufacturing program to be accomplished by 
the most advantageous methods. Typical opera- 
tions on these new machines and on some of the 
older ones will be described to show that govern- 
ment manufacturing plants can be operated as 
efficiently as the shops of private industry if com- 
parable equipment Is provided. 

What is believed to be the largest gear-cutting 
machine in the world la illustrated in Fig. 1. This 
is a Gleason gear-tooth planer, installed primarily 
for cutting the geara used to train coast guns. The 
faceplate Is 83 feet in diameter, and gears some- 
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what larger than this can be accommodated. The 
internal gear being machined at the time that the 
photograph was taken was about 10 feet in diam- 
eter. Gear teeth can be cut with a circular pitch 
up to 3 1/2 inches. 

The teeth are planed by the reciprocation of a 
tool-head that is actuated through an eccentric 
crank. The bed on which this tool-head ia mounted 
can be fed across the front of the faceplate on 
wide floor ways which are normally kept covered 
by a wooden platform. Accurate indexing of the 
gears to insure proper spacing of the teeth ia ac- 
complished through an indexing gear about 15 feet 
in diameter back of the faceplate. 

Another machine of outstanding interest is the 
350-ton H-P-M hydraulic press shown in Fig. 2, 
which is used for straightening gun tubes. A tube 
for a 3-inch anti-aircraft gun is seen on the ma- 
chine table. A gun tube of this size is straight- 
ened by the machine within 1/32 inch for its entire 
length. The machine table is stationary, the posts 
that support the overhead hydraulic pressure unit 
being mounted on carriages that run on tracks ex- 
tending along the length of the bed. With this 
construction, the press ram can be positioned at 
any desired point along the tube. 

The gun tube is supported on rollers at both 
ends. The rollers at the far end of the bed, as seen 
in Fig. 2, are provided with a motor drive for ro- 
tating the tube between successive applications 
of pressure. An open pit extends along the back 
of the machine to enable uninterrupted shifting of 
the pressure unit. A similar pit at the front Is 
kept covered at all times by telescoping ateel sheets. 


Fig. i. Hydraulic Preu uhlch Devel- 
op* Preuuret up to 350 Tom for 
Straightening Large Cun Forging • 


Fig. 3. Cun Tube* up to 33 Feel Long 
can be Handled by This “Super" Cun 
Boring and Turning Lathe 
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The Army's Big Guns Are Made at 


By COt.ONF.L RICHARD H. SOMERS, Commanding Officer 
Wattrvliet A ritual. Woltrvlit., N. Y. 


W ATERVLIET Arsenal dates back to the 
War of 1812, when It was one of a group 
of depots established between Albany and 
Buffalo for collecting and distributing the military 
supplies required in the northern campaign of the 
United States Army. It immediately became the 
principal manufacturing establishment for ammu- 
nition and field artillery components. 

In 1887 appropriations were made by Congress 
to convert the Arsenal into a large-caliber gun 
shop, all cannon up to that time having been pro- 
cured from private concerns. Since 1918 the Ar- 
senal has been equipped for making guns of all 
sizes above caliber 0.60, including the largest used 
by the armed forces of the United States Govern- 


ment. Articles describing the methods followed in 
making the huge 16-inch guns and their breech 
mechanisms appeared in Machinery for Novem- 
ber and December, 1928. 

The important part played by aircraft in mod- 
ern warfare has given an impetus to the manufac- 
ture of anti-aircraft cannon. It was decided to 
equip one of the shops it Witervliet Arsenil for 
this work, end since 1936 sbout $1,000,000 his 
been expended for modernizing this shop. It is now 
being operated on a real production basis. Typical 
operations will be here described. 

Centrifugally cast steel gun tubes are received 
from the Watertown Arsenal and gun forgings 
from private plants with preliminary turning op- 
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Watervliet 


Fig. I. Cun Tube i are Rough • 
turned with Tungsten-carbide 
Tool i at Speeds up lo 260 Sur- 
face Feet per Minute urilh a 
Cut up to 3:8 Inch Deep and 
a Feed of 0.020 Inch 



erations having been performed. They are again 
rough-turned at the Watervliet Arsenal. Fig. 1 
showing an operation of this type being performed 
in a Lodge & Shipley lathe on a 150-inch long tube 
for a 3-inch anti-aircraft gun. In the roughing 
operation on the tough material from which this 
gun tube is made, a carbide tool takes a cut up to 
3/8 inch deep at a speed of 258 surface feet per 
minute, the feed being 0.020 Inch. The maximum 
diameter of this gun tube is 9.400 inches. 

Rough-turning is followed by step-boring and 
rough- and finish-taper boring, after which the 
gun tubes are finish-turned. Step-boring is accom- 
plished by using 14 hog-nose reamers, which leave 
a series of cylindrical bores that decrease in diam- 
eter from the breech to the muzzle end. The tube 
is thus prepared for taper boring. The taper bor- 
ing operation illustrated in Fig. 2 is being per- 
formed in a LeBlond lathe equipped with a bed 
approximately 60 feet in length. In both rough- 
and finish-boring, use is made of long packed-bit 
reamers constructed with a steel arbor to which 
two long cutting blades are attached, and hard 
maple blocks that are made to a diameter slightly 
larger than the gun bore. The maple blocks are 
squeezed into the bore and thus hold the tool firmly. 

The gun bores are tapered 0.005 inch per inch 
of length and so several taper reamers must be 
used to bore a gun tube for its entire length. In 
the operation shown, a taper reamer 31 inches 


long is being entered into the breech end of a 3- 
inch anti-aircraft gun for boring the muzzle end. 
Twelve taper reamers are required for roughing 
and finishing this gun tube. Each reamer is pro- 
vided with a brass cylindrical pilot at the front 
end which engages the rough bore. 

Oil at a pressure of 100 pounds per square inch 
is forced through the long tool-bar and discharged 
through a number of orifices along the cutting 
blades. The gun tube bore tapers from 4.584 inches 
at the muzzle end to 6.119 inches at the breech end. 
Limits of plus 0.002 Inch minus nothing must be 
maintained on the internal diameters, which are 
checked every inch of the gun length. 

A thread of modified Acme form, 0.20 inch deep 
and of 0.750 inch pitch, is being chased on the end 
of a gun tube in Fig. 4 to receive a breech ring, 
the operation being performed In a Lodge & Ship- 
ley 86-inch lathe. In the illustration a form cutter 
is shown being used for rough-cutting the thread. 
In taking the finishing cuts, different tools are 
used for the bottom of the thread, the pressure side 
and, finally, the clearance side. 

These gun tubes are later ground on a long 
Norton cylindrical grinding machine, as shown in 
Fig. 5, along the section that will be supported by 
the recoil cradle of the gun mount. The nominal 
diameter of this section on the gun tube shown is 
9 inches. This diameter must be held within minus 
0.005 inch plus nothing. 
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Background on BNL Loans to Iraq 

The former employees of the Atlanta branch of Banca Nazionale 
del Lavoro loaned or committed over $4 billion to Iraq between 1985 
and August, 1989. Roughly $2 billion went to pay for agricultural 
goods and the freight costs associated with delivering those 
products to Iraq. 

Between February of 1988 and April of 1989, BNL committed 
$2,155 billion in loans to Iraq which was earmarked for the 
purchase of Western equipment, technology and know-how. By the 
time BNL was raided by the FBI and the Federal Reserve in August of 
1989, all but $600 million of that amount had been disbursed. The 
remaining $600 million was renegotiated in January of 1990, and 
disbursements were made under that agreement up until the time of 
the Iraqi invasion of Kuwait. 

Four billion dollars is a large amount of money for a small 
country afflicted with serious financial difficulties. Few 
commercial banks besides BNL were willing to lend money to Iraq 
without a government guarantee. BNL was by far Iraq's largest 
source of private credit. 

The following provides a more in depth look at the $4 billion 
in BNL loans to Iraq with a concentration on the $2,155 billion 
earmarked for Iraqi purchases of Western technology. Future 
Committee work will focus on the agriculture side of BNL loans to 
Iraq. 


$2.2 Billion in BNL Loans to Two Iraqi Commercial Banks 

With over $43 billion in assets, the Rafidain Bank was the 
second largest bank in the Middle East prior to the Iraqi invasion 
of Kuwait. It is the largest of two commercial banks in Iraq, the 
other being the Rasheed or Rashid Bank. Both are owned directly by 
the Iraqi government and several of the directors of these banks 
are also employees of the Central Bank of Iraq or other Iraqi 
government entities. 

The former employees of BNL loaned the Rafidain Bank $2.14 
billion dollars. About $1.9 billion was utilized for agricultural 
purchases with the remaining amounts used to pay for freight 
charges, and other goods and services. Up to $900 million of those 
loans were guaranteed by the U.S. Department of Agriculture's 
Commodity Credit Corporation (CCC) . 

BNL loaned the Rasheed Bank roughly $70 million to cover 
freight charges on exports to Iraq and for other goods and 
services. 



159 


$2,155 billion in BNL loans to the Central Bank of Iraq (CBI) 

Former employees of the Atlanta office of BNL had developed a 
close working relationship with high-level Iraq government 
officials due to the over billion dollars worth of U.S. agriculture 
exports financed that were financed by BNL under the CCC credit 
guarantee programs. 

As the war with Iran was drawing to a close in 1988, BNL 
Atlanta was asked to take a considerable role in the Iraqi 
reconstruction program by financing non-commodity exports to Iraq. 
This was to be accomplished through a series of loan agreements 
guaranteed by the Central Bank of Iraq (CBI) . While these loans 
were supposed to help rebuild the Iraqi civilian economy, many went 
to improving the Iraqi war machine. 

BNL loans to CBI took the form of four medium-term loan 
agreements (MTL's) . These loans were made at marginal interest 
rates and had indefinite repayment terms. BNL was able to borrow 
such large amounts of money because it is owned by the Italian 
government and had a triple-A credit rating. 

Officials from CBI and the Ministry of Industry and Military 
Production (MIMP) signed the loan agreements for Iraq. Two BNL 
officers signed the first three agreements, while the last was 
signed by just one officer. That same officer also made $120 
million in oral commitments to various companies under MTL IV. 

The four MTL's are summarized below. 


Note 

Pate 

Amount 

MTL I 

2/22/88 

$200 million 

MTL II 

10/6/88 

$300 million 

MTL III 

12/3/88 

$500 million 

MTL IV 

4/8/89 

$1,155 billion 


Disbursements Under Options A, B & c 

By the time regulators raided BNL a majority of the loans, 
about $1.6 billion, had already been disbursed. Disbursement was 
carried out under one of three options. 

Option A consisted of BNL making direct payments to an 
exporter. $809 million was disbursed under this method. This was 
a burdensome way for BNL to loan money to Iraq. They had to gather 
considerable documentation from the exporter to make sure the goods 
were shipped to Iraq. This method also identified BNL as lending 
money to Iraq. Because BNL's management had limited BNL-Atlanta 
lending to Iraq to $100 million in CCC-guaranteed agriculture 
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loans, and $50 million to the CBI if it was fully collateralized, 
the more people that knew about the BNL loans, the riskier it 
became. Thus, option B was devised. 

In order to lessen the paperwork burden, and most importantly, 
to disguise BNL as a source of funds to Iraq, a second method of 
disbursement was devised under which BNL would simply take money 
out of its bank account at Morgan Guarantee Trust Company in New 
York and then deposit the money in Iraqi bank accounts at 
Manufacturers Hanover Trust, Irving Trust Company, Bankers Trust 
Company and Chase Manhattan Bank. $693 million was disbursed under 
this method. Exporters receiving payment from CBI under Option B 
would never have to know that BNL was the source of funds. CBI 
simply sent a telex to BNL containing the exporters name, a very 
cursory description of the goods to be exported to Iraq, and the 
amount to be transferred to the CBI accounts at the above New York 
money center banks. 

The third option, option C, was comprised of BNL receiving a 
phone call in Atlanta from Baghdad requesting BNL transfer sums 
ranging from $10 million to $36 million, to Iraqi bank accounts in 
New York money center banks. In total, $107 million was disbursed 
to Iraq using this method. BNL employees had little, if any, idea 
how this money was going to be used. 

After the raid on BNL, Iraq still insisted that BNL make good 
on the remaining $600 million in loans still outstanding under the 
MTL's. After months of intense negotiations in which Iraq often 
threatened to default on the loans, on January 24, 1990, BNL and 
Iraq renegotiated the $600 million. They agreed that the residual 
$600 million or so would be utilized for new transactions, two- 
thirds of which would finance projects, the supplies and services 
coming from Italian firms and one-third could be used for purchases 
from other countries. 

BNL Loans Go for Western Technology and Know-how 

One purpose of the Committee's investigation of BNL is to 
explore the implications of over $4 billion in BNL loans to Iraq. 
The war with Iran taught Iraq just how vulnerable it was to the 
shifting policies of nations supplying it with armaments. Iraq was 
determined to become more self sufficient in the field of 
armaments. In order to achieve that goal, it had to develop an 
industrial base advanced enough to produce sophisticated weaponry. 
It turned to Western nations as the main supplier of that 
technology and know-how. 

Building an industrial base also had the advantage of 
diversifying the Iraqi economy and making less vulnerable to the 
often shifting fortunes of the world oil markets. But the long war 
with Iran left Iraq a heavily indebted nation. If it was to 
achieve the goals of diversifying its economy and becoming more 
self sufficient in defending itself Iraq would have to depend on 
foreign credit. 
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Because it was in such poor financial condition, Iraq had very 
little access to credit for the purchase of nonfarm products. BNL 
was the exception. Over $2 billion in BNL loans were used by Iraq 
to procure myriad goods ranging from computer hardware and 
software, computer controlled lathes, metal presses, heavy 
machinery, carbide tipped drills, chemicals and chemical plants, 
steel mills, hard alloy aluminum and steel sheet, tube and coils, 
armor plate, brass recycling plants, to mobile satellite tracking 
systems, telecommunications equipment, and engineering services. 
Much of this technology transfer went into civilian projects. Much 
did not. The full truth behind the uses of this technology may 
never be known. One thing is sure: BNL money was the lifeblood of 
Iraqi efforts to establish an industrial base and to become more 
self sufficient in the production of various armaments. 

To help in obtaining Western technology, Iraq established a 
secret network of companies and individuals operating in the U.S. 
and Europe. This network would export goods to Iraq directly, but 
most often it was simply responsible for finding companies that 
could supply Iraq with various technology. Under this scenario, 
the front companies would locate a U.S. or European company that 
manufactured or provided the desired good or service, and they 
would in turn put them in contact with persons responsible for 
various projects in Iraq. 

A portion of the BNL money was loaned directly to the members 
of the secret Iraqi-owned network of companies. The vast majority 
of the BNL loans were used to pay companies that had been recruited 
by the network to export goods and services to various projects in 
Iraq. 


At today's hearing, witnesses will identify firms and 
individuals that made up the secret Iraqi procurement network in 
Europe and the U.S.. Others will explore the procurement goals of 
the network, share their experiences in dealing with the network, 
and talk about the success Iraq achieved in obtaining Western 
technology and know-how. 

In order to understand the effect the BNL loans had on Iraqi 
efforts to obtain Western technology, the Committee has compiled a 
list of companies that were the beneficiaries of BNL loans to Iraq. 

Motes on the List 

The information in the list was gleaned from BNL records 
including loan files created by the former BNL employees, telexes 
between BNL-Atlanta and Iraq, disbursement records, bank account 
statements, and other records maintained by the former employees of 
BNL. Other sources were also used. The description of the goods 
or services and the dollar amount of those goods or services is 
based on the records created either by the exporting company, the 
former employees of BNL or the Iraqi's themselves. 
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It is safe to assume that the companies listed either had 
contracts to export or re-export their goods or services to Iraq or 
were at various stages in the process of exporting their goods or 
services to Iraq. 

Some of the listed goods and services may not have reached 
Iraq. Reasons range from Iraq or the company canceling the export, 
to the embargo on dealing with Iraq, or as a result of the BNL 
scandal . 

Many of the companies listed did not even know they were the 
beneficiary of BNL loans to Iraq. For example, BNL disbursements 
under options B or C went into Iraqi bank accounts. Iraq would 
then pay the exporter directly. The exporter would have no idea 
BNL was involved. Approximately $800 million in exports to Iraq 
were paid for under this method. 

Another roughly $800 million in BNL disbursements went to the 
exporter's bank account (s) and thus the exporter knew BNL was the 
source of the funds. The Committee does not have records on the 
remaining $600 million or so in binding BNL commitments to Iraq 
earmarked for nonfarm exports. This money may or may not have been 
disbursed by BNL by the time the war with Iraq started. 

The value of individual exports is listed by the currency 
specified in the BNL records. When disbursement amount was 
evident, it is listed. Many of the amounts contained in the list 
do not represent amounts actually disbursed. For reasons listed 
above, contracts may not always have been fully consummated. Thus, 
dollar amounts listed may not reflect those amounts actually 
disbursed under an individual contract to export to Iraq. 

Investigators made an effort to classify companies by the 
country in which they are headquartered. 
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Matrix Churchill Ltd Batch Plant & Feeder Equipment USD 14,300,000 

Matrix Churchill Ltd CNC Machining Center & CNC Lathes PS 8,950,000 

Matrix Churchill Ltd Machines Kits Supply PS 3,430,480 
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Thomson CSF Electronic Components FFR 25,096,500 

Vibracho Parc D.Activities 
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Klockner Industrie Anlagen Machines & Equipment for Utilities DM 1 7,400,000 

Klockner Industrie Anlagen Metionary & Equipment DM17.344.000 

Krupp-Widia Cutting Tools USD 2,672,075 
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Wanzke Hydraulic Presses DM 3,683,306 

Wanzke Equipment & Dies for A/C Body DM 580,000 

Weco Industrial Products Special High Grade Zinc 1 USD 3,530,000 
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Juki Corp. Overlook Sewing Machines, 2826 pcs USD 927,71 9 

Makita Electric/Hitachi Koki Electronic Hand Tools, 41 ,638 Kgs USD 1 ,345,000 

Nichimen/Maruchi Steel Tube Co Galvan Steel Conduit Tube, 250,000 pcs USD 1 ,062,500 
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SAUDI ARABIA 

Mohmoud Al Hamoud Bars, High Tensil Grade, 20,000 T USD 6,940,000 

Sabic Marketing ?? USD 4,050,000 
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Alemdar Kimya Endustris Stearic Acid, 90 tons USD 79,380 

Armada Foreign Trade Inc Inner Tube Valves, 300,000 USD 306,000 

Atimak Makina Condensors for Refrigerators & Freezers, 135,000 USD 2,139,000 
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Automotion Engineering Office Equipment (Xerox, Microfiche, etc.) USD 441 ,797 
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Dresser Rand Spare Parts USD 118,095 

Drexel Industries, Pennsylvania Forklift, Truck USD 442,050 

Duracell Batteries? USD 17,171.25 

Emco Engineering, Massachusetts Pressure System USD 277,833 


Emco Engineering Ltd Sewage Treatment USD 180,000 

Emco Engineering, Massachusetts Water & Wastewater Treatment Systems USD 700,000 

EMU Inc., N.Y. Cellophane & Dry Pexol USD 19,400 

EMU Inc. , N.Y. Varnish, Wax, and Paint USD 326,670 

EMU Inc., N.Y. Various Chemicals USD 332,820 
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J.H. Jones Spare Parts USD 20,198 

Lincoln Electric Co., Ohio Welding Machines USD 259,072 

Lincoln Electric Co. , Ohio Welding Machines & Spares USD 840,000 

Lindner & Co, Texas Centrifugal Fans USD 1 ,043,1 90 
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Power Marketing Group, Colorado Wrapping Materials USD 599,040 

Process Automation Spare Parts USD 50,690 

Process Electronics Spare Parts USD 1 64,290 
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Westinghouse Electric Corp., Pennsylvania Technical Documents USD 200,000 

Wholesale Electric Supply Spare Parts USD 1 31 ,977 
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CURRENCY ABBREVIATIONS 
ASCH = Austrian Schilling 
BFR = Belgian Franc 
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SenVaas 

ORPGRATEO 


April 15, 1991 


Dr. Stephen D. Bryen 

President 

Delta Tech 

1111 Jefferson Davis, Suite 801 
Arl ington , VA 22202 


Dear Dr. Bryen: 

I was interested in hearing your comments made at the hearing before the 
Committee on Banking, Finance and Urban Affairs last Tuesday, April 9, 
1991. My plane did not arrive in time for me to meet you before the 
hearing. As you remember, I arrived after the seven citizen panel 
members were joined into a single panel by the Committee. Following our 
presentations I was approached by various news media, as I am sure you 
were, and I did not have an opportunity to introduce myself to you. 

I know that you are a learned person who would wish to be accurate in 
his pronouncements and statements. Before the hearing, Mr. Dunstan 
McNicnol of tne Indianapol is Mews called you and asked you questions 
about the brass refining plant tnat we were building for the Ministry of 
Industry of Iraq. He reported that you doubted that the plant was to 
refine the old brass scrap, which included a substantial amount of shell 
casings containing silicon, for export. In fact, the reporter states 
that you said that once the old shell brass had been purified, it 
probably would have been used to make new shells. I am enclosing a copy 
of tne article in which you are quoted. 

Because I assume that the reporter did not give you any substantial 
further detail (as is the wont of reporters) before he asked your 
opinion, I thought it would be important for you to have a copy of the 
statement we submitted to the Committee. If the Iraqis intended to 
utilize the scrap for new shell casings, there would have been 
aosolutely no reason for paying S40 million for a recycling plant. They 
owned a new, ultra modern brass plant built for them in the mid 1980s by 
the Austrians. Soviet designed shells, including shells that were made 
by Iraq to Soviet specifications, contain silicon. The Iraqis were 
using their existing, modern facility to melt down the shell casing 
containing silicon to make new shells. 

Commercial brass meeting the Western ASTM and DIN standards, on the 
other hand, contains no silicon. Our experts were able to discover an 
old technique to take silicon out of brass. This technology is obscure 
in tne West because our brass specifications do not call for silicon. 
It is only logical that the sole purpose for the recycling plant and the 


1000 Waterwav Bouievard, Indianapolis. Indiana 46202 
317)636-1000 Fax:317-634-1791 Teiex: 27*140 (Curtis USA) 
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Dr. Stephen D. Bryan 
April 15, 1991 
Page Two 


removal of silicon is to create a silicon-free brass that was saleable 
in the West. Our confidence that the plant we were building was to 
enhance peaceful, commercial purposes, was reinforced by the fact that 
we assisted the Al-Shaheed Factory personnel in developing an English 
language Sales 3rochure for brass strips, rods, billets, cakes, ingots, 
pipes/tubes, profiles, and wires. None of these products that the 
Iraqis were offered for sale contained silicon. We assisted in putting 
together and working with the Al-Shaheed Factory personnel in the 
methodology of entering the world brass market. 

I appreciate your observation to the Indianapolis News that there should 
be no criticism of our facility and our undercaking. We do believe, 
however, that your observation was based upon your assumption that, in 
fact, the brass was to be used for military purposes and that the United 
States Government knew that it was going to be used for those purposes. 
As I have testified before the Committee and we can demonstrate in 
technical detail, that hypothesis is wrong. The fact is that it would 
not have been economical for the Iraqi government to incur the cost of 
removing silicon from brass that was to be reused for shells. The 
incremental cost of the processing that we were engineering could only 
logically mean that the Iraqis intended to use this brass on the world 
market where that extra extraction cost was a necessary cost. 

I am certain that as a world noted expert on strategic military issues 
and as a former assistant Deputy Under Secretary of Defense, you will 
wish to correct your observation to the I ndianapol is News , as it was 
based upon incomplete information given you"] If you have any questions, 
please give me a call. I would appreciate a response. 


Cordially, 



Beurt SerVaas 
President 

Enclosure 

3,9/173 
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April 19, 1991 

Mr. Beurt SerVaas 
President 

SerVaas Incorporated 
1000 Waterway Blvd., 

Indianapolis, Indiana 46202 


Dear Mr, SerVaas, 

Thank you for your letter of 15 April and your observations about my comments to Mr. 
Dunstan McNichol of the Indianapolis News. I was interested in your statement to the Banking 
and Consumer Affairs Committee and your explanation of the process you used to remove the 
silicon from old shell casings. I have no reason to disagree with your explanation. I did not 
know you had a process to remove silicon from the brass, as that sort of knowledge is not public. 
On that basis it is clear that the facility you were building in Iraq was for commercial purposes, 
namely, to allow Iraq to realize commercial benefit from the sale of recovered, silicon-free, brass. 

Having said that, the entire situation in Iraq is complex. To begin with, as you point out, 
the Austrians had already built in Iraq a very large remelting facility for changing old shell 
casings into new shells. Iraq was completing a huge ammunition facility at Taji. One would 
think that the supply of old shell casings was finite, not infinite, and the large ammunition factory 
would absorb all the old shell casings. My assumptions about the additional remelting facility 
were formed based on the large ammunition manufacturing capability going into Iraq and the 
collateral requirement for brass and other metals. It was this very large capacity to make 
ammunition that was of concern in the United Stages --and, so far as I can learn, became one of 
the high priority targets during the U.S. bombing raids against Iraq. 

With every good wish 


Sincerely, 





Dr. Stephen D. Bryen 


CC: Mr. Dunstan McNichol, Indianoplis News 


1111 Jefferson Oavis Highway. Suite 801 
Arlington. VA 22202 

FAX 703-486-2662 
703-486-1298 


660 Madison Avenue. Suite 850 
New York. NY 10021 

FAX 212-572-4329 
212-572-6710 
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SerVaas — 

p a r a t e o 

April 24, 1991 


The Honorable Henry B. Gonzalez 

Chairman, U. S. House of Representatives 

Committee on Banking, Finance and Urban Affairs 

One Hundred Second Congress 

2129 Rayburn House Office Building 

Washington, DC 20515 

Dear Chairman Gonzalez: 

On April 18, 1991, we received a letter from you dated April 11, 1991, 
requesting a written response to three questions for the official record 
completing my testimony before your Committee on April 9, 1991. For 
clarity, I will repeat the question and then provide the answer. 

Question No. 1_: 

At the time BNL was providing the Letter of Credit for your 
work in Iraq, did you believe that Iraq would have had any 
trouble finding financing from any other source? Was there any 
indication that BNL was the only possible source of financing 
for the project? 

Answer: 


Before the August, 1989, newspaper expose of the alleged 
unauthorized activities of the BNL officers in Atlanta, 
Georgia, we had no relevant knowledge regarding the general 
credit position of Iraq or the availability of its financing 
from sources other than Banca Nazionale del Lavoro. As I have 
previously testified, we were told by BNL personnel that BNL 
had been utilized by the Republic of Iraq in financing with 
major United States companies. Once we were able to satisfy 
ourselves that BNL was a major international bank and that its 
confirmation of the letter of credit from the Central Bank of 
Iraq met in all respects the requirements contained in our 
contract of September, 1988, we did not have need for any 
further inquiry as to the credit worthiness of Iraq. 

Question No. 2 : 

How likely is it that the Iraqis were planning to use the 
recycled brass from the factory your company built to make new 
gun shells or other munitions? 

Answer: 


According to information that my personnel learned from Iraqi 
engineers, the formula used by the Iraqis for the production of 
shell casings included silicon. We understood that this 
formula followed specifications and standards given to the 
Iraqis by the Soviet union. Silicon increased the hardness of 
the shell casings. Our contract specifically required that we 
develop a refinery that was capable of removing silicon from 

1000 Waterway Boulevard, Indianapolis, Indiana 46202 

(317)636-1000 Fax:317-634-1791 Telex: 27440 (Curtis USA) 
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the scrap brass that the Iraqis had stockpiled. Our conclusion 
from this contract requirement was that the Iraqis intended to 
use the refinery for commercial brass production rather than to 
make new shell casings. 

We learned that during most of the Iranian war the Iraqis 
purchased their shells. During that time the Iraqis had no 
capacity to recycle those shells. For that reason they 
accumulated an enormous inventory of spent shells. Hie 
Al-shaheed Factory, completed by the Austrians near the end of 
the Iranian war, had the capacity to melt down existing shell 
casings for the purpose of creating new shells. We were told 
that when making shells the Iraqis were very careful to follow 
the Soviet specifications, including silicon, we learned that 
in one instance, several million pounds of "brass cake" were 
rejected because the cake did not conform sufficiently to the 
Russian specifications for silicon content. 

The existing Austrian built factory also had the capability to 
produce brass from virgin materials for commercial 
applications, such as tubing, rod and sheet goods, in turn, 
these products were used by brass manufacturers for decorative 
and architectural products, heat exchangers, tubing and 
bearings. 

It has been estimated that the Iraqis would incur an additional 
cost of approximately $. 15/lb. to refine the scrap shells by 
removing the silicon to meet Western commercial brass 
specifications. At that point, the brass would be saleable 
for hard currency. If the Iraqis intended to re-introduce 
silicon in the material being refined, they would not build a 
refinery to do something that could have been done in their 
existing facilities. 

Question No. 3: 

Is it practical/economical to use the recycled brass from the 
spent shells to make door knobs or other commercial products? 

Answer: 


The attached excerpt from Materials Engineering lists the brass 
specifications required to sell various types of brass on the 
general Western commercial market. They specify the absence of 
silicon. It was estimated to us that Iraq had as much as 
70,000 tons of brass scrap, a substantial portion of which were 
shell casings. 

The cost of those shells was a sunk cost, already incurred by 
the Iraqis; and, therefore, the additional cost of refining the 
scrap to remove silicon, which has been estimated to be 
approximately $. 15/lb., was extremely economical and practical. 
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To make any "commercial " brass in the Austrian factory for 
strictly commercial use, e.g. brass sheet, rod, wire and 
tubing, it was necessary for Iraq to buy virgin copper and 
virgin zinc [the primary metals in brass] at world prices, for 
hard currency for the total input. This is contrary to the 
practice in industrialized countries, which use up to 85% 
refined scrap metal [at much lower cost than virgin metal] and 
the balance only from virgin metals. This anomoly obviously 
made Iraqi commercial brass non-competetive . Without the 
ability to refine their surplus scrap brass metal and remove 
the silicon, the Iraqis could not realize full value for their 
scrap. 

The refined brass ingots from the refinery we were building 
would have provided another hard currency product to be sold by 
Iraq, thereby reducing its dependence on oil as its sole hard 
currency product. 

We have attached some brochures that were prepared and utilized 
for the promotion and future sale of Iraqi brass on the world 
market to demonstrate the marketing efforts that had been 
undertaken. 

We trust that the above answers will aid your Committee in its 
deliberations and consideration of these very complex and weighty 
issues. If there be anything further that we can provide you, we would 
be most pleased to do so. 

Respectfully Submitted, 


w t£ / i < iU i 

Beurt SerVaas 
President 


Attachment 
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Copper and Its Alloys — Wrought 


Type and COA* No. 

C 10200 

Oxygen-Fret 

Copper 

CttMOO. C10500 
C 10700 

Oxygen-Free cop- 
pers with Silver 

C11000 

Electrolytic Touqh 
Pitch Copper 

Cl 1300. Cl 1400 
Cl 1600 

Tough Pitch Cop- 
pers with Silver 

Cl 2200 

Phosohorus ^ox- 
idized Capper 

C14500 

Phospnorus Deox- 
idized. Tellurium 
Searing Capper 

C 14700 
Sultur 
Capper 

PHYSICAL PROPERTIES 

Density 00M 1 ) 

0 323 

0.323 

0.321-0.323 

3.321-0.323 

0323 

0 323 

9323 

Melting Temperature Range (*F) 

l?3t 

1981 

1949-1981 

1980 

1 98 1 

1924-1967 

1953-1969 

Thermal Conductivity. 

5a*f .Btu-ft/hr-f^-?) 

226 

224 

226 

224 

196 

205 

216 

Coefficient of Thermal Exoansion. 

58-572*?! tO" 4 m/in/F) 

9.8 

9.3 

9.5 

98 

9.3 

39 

93 

SoecificHeac 58-572‘F '.Btu/ib-F) 

3092 

0 092 

0 092 

0092 

0 092 

0.092 

9 992 

Electrical Conductivity (MACS) 

tot 

101 

101 

too 

35 

93 

95 

Tension Modulus (tO 4 psil 

17 

17 

17 

17 

17 

17 

17 

Rigidity Modulus [fO 4 PSil 

5.4 

5.4 

5.4 

54 

5.4 

54 

— 

Tensile Strength (10 J psi) 

Annealed 43 

32-35 

22-35 

32-35 

32-35 

32-34' 

32-33 

32 

Haro* 

45-55 

45-55 

45-55 

45-55 

55* 

48 53" 

48 

Yield Strength (10 J pst) 

Anneaied 4 

10-11 

10-11 

10-11 

10-11 

10-11' 

10-11 

10 

Hard* 

Elongation m 2 ;n. .%) 

40-50 

40-50 

40-50 

40-50 

50' 

44.49" 

33 

Anneaied 4 

45-55 

45-55 

45-55 

45-55 

45' 

40-50 

52 

Haro* 

5-20 

5-20 

5-20 

5-20 

y 

10-20" 

12 

Rareness (Rocxweil) 

Anneateo* 

F 40-45 

F 40-45 

F 40-45 

F 40-45 

F 40-45 

F 40-43 

F40 

Hare* 

F 35-95 

F 35-35 

F 35-95 

F 36-94 

r 95 

3 48-54 

3 43 

Shear Strength) fO 4 psi) 

Anneaieo 3 . 

22-24 

22-24 

22-24 

22-24 

22 23' 

22 

22 

Haro* 

25-29 

25-29 

26-29 

26-29 

29* 

27 29" 

29 

Fatigue Strength it0 4 psi) 

Anneaieo 4 

11« 

— 

in 

— 

M* 

— 

— 

Haro* 

13" 

— 

14” 

- 

19* 

— 

— 

Creep Strength. 0 ! *i n 1 000 tours i f 0 J psu 

Anneaieo', 400*? 

43 

— 

4 

— 

5 3* 

3 5 

— 

500*F 

1,7 

— 

1 . 1 5 

— 

2 7' 

3 

— 

Drawn 34%. AC0*F .... 

5 

— 

435 

5-11 

3 3 m 

’3 

— 

500* c 

- 

- 

- 

3-7 

2.5 

11 

- 

Caio Worxaomty 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Good 

Excellent 

Hot Worxaomty . . . 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Good 

Excellent 

Hot Wonting Temp |*F) 

1400-1600 

1400- ‘600 

1400- 1600 

14C0-16C0 

1400-1600 

1400-1600 

1400- '6C0 

Anneanng Temoi* c ) 

700- '200 

900-1400 

700-1200 

9C0-I4C0 

700- '2C0 

3C0-'200 

3C0-12C0 

Macnmaomty inoex* 

20 

20 

20 

20 

20 

35 

35 

Soidennq 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Brazing 

Excellent 

Excellent 

Good 

Good 

Excellent 

Good 

Excellent 

Qxyacetyiene Welding 

Fair 

Fair 

Not rec 

Not rec 

Good 

Fair 

Not Rec 

Caroon Arc .Veidmg 

Good 

Good 

Fair 

Fair 

Good 

Fair 

Not Rec 

Bun Resistance Welding 

Good 

Good 

Good 

Good 

Good 

Fair 

Good 


CORROSION RESISTANCE Copoers nave mgn resistance to: rural, marine and industrial atmosoneres (but will tamisn. turn alacK and then form a green patina if sulfur 

comoounds are present); dry gases; Ires'll and sea water: pure steam; most soils; deaerated non-oxidwnq acids; prqamc acids sucn as 
acetic, ‘ormic. lactic. citnc and maieic; aikanne solutions (except tnose containing ammonium comoounds or cyamoesi; salt solutions 
sucn as sulfates and nitrates of sodium, potassium, magnesium and calcium; and many food products. Silver-bearing coopers have 


Sligntlv higher oxidation resistance than silver-free graces. Coopers are attacxed by oxidizing acids and salts: moist ammonia and haroqen 
gases: sulfides: iquiO no. one. antimony, pismutn and lead: and fngn velocity sea water 4 


AVAILABLE FORMS 9 

S. s. 3. r. ?. p. 

S.s. 3. r. P. W. 
W. 7. Sh 

S. s. 3. r. ?. N. 
T. Sh 

S. s. 3. r. P. W. 
T. Sh 

S.s. r. P. p.T 
T. Sh 

8. r. W. T 

w • 

LISES 

Bus oars. Pus 

Automotive 

Architectural and 

Automotive 

Air. gas. oil and 

Screw machine 

Electric and 


conductors, wave 

gasxets and 

building uses. 

gasxets and 

water lines; 

pans, electrical 

electronic parts. 


guides 

radiators, pans 

automotive 

radiators; Pus 

piumomq pioe 

connectors. 

weiamg torch ana 


copper to-giass 

brazed in 

gasxets and 

bars: contacts. 

and tuoe: nr 

motor and switen 

coidenng :ips. 


seals n 

eieciromc 

applications 

hycrogen 
atmospnere. pus 
Pars, windings, 
•ermmals 

radiators: Pus 
bars; contacts, 
switenes 

switches: 

transformer 

windings 

conditioner, 
refrigerator, other 
tuomg 

parts, torchtips 

screw pans :ao 
iign conductivity 


*Cooo*r D«v«'oom»*i( ajs/i. 9 3. 10 and 25 rroy ox, avor0uoo«* lonrorCOA 10*00, >0500. 1Q700 r‘?scec:ivmv. and M300. l ' 400 and 1 1600 rexcactivetv. ! trovoz owr avorcucots ion - 
P JOH*’. ' Ganges unccmoass oroc«rtie» of ail mm 'orm* un/ess oma/vws* notad. 1 T0Z5 jno ‘or 0 050 mm grim x/za. * F u ii n a ro Mai sroducts and «k«. iO*'« drawn rod and.'or -joa 
uniwss ornarw/se noted. Ganges do not mduda *aiuei lot w*a 5 ^arO OaO n, inten nat products. 0 025 mm gram x/ze ' , =or0 040in into* ’iai oroducts. ' For 0 025 mm gram i.xa 
unless ornarwise noted. ' *0". drawn. : n jj 'uoa * n 20 < lO 1 ryciessased on rotating seam tests on rod. ’3 032 mm gram size "V^oducss accelerating creec nia. ’35’. 
drawn. 1,2 and i n red. and aS". drawn i/4 n rod. ’ Free-cunmg erass 'S :00. 9 3 - meets, s - stno. 3 - bar r - rod. ? - oiate. p - 3<oe. n - mra. 7 - ’ooe. 3r> ;naoes 
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Copper and its Alloys— Wrought 



C1SOOO 

C 15500 

Cl 7200 

Cl 7400 

C 18200 


C21000 

Type ind COA No:— 

(Zirconium 

(Silver 

(Beryllium 

(Beryllium 

(Chromium 

C19400 

1 Gilding, 


Caoper) 

Copper) 

Capper) 

Capper! 

Copper) 

(HSM Copper) 

95^.» 

NOMINAL COMPOSITION. v . 

Cu99.3 

Cu99.75.MqO! 

. Cu 98.1. 3e 190. 

Cu 99.45. 3e 0.30 

Cu99 1. 

Cu97.a. re 2.35. 

Cu95 


2r0.l5 

P005. AqO.W 


Co 0.25 

Cf 9.95 

RQ.30.Zn0.l2 

Zn5 

PHYSICAL PROPERTIES 








□ensiry 

0.323 

0.322 

0.298 

0.318 

0.321 

0.317 

0 320 

Melting Temperature Pang* (*F) 

1796-1975 

1972-1980 

1590-’800 

1875-1950 

1953-1967 

1980-1990 

1920-1950 

Thermal Conductivity, 








53* F BtiHl/hHt^f) 

212 

ZOO 

52-75 

120-150 

187 

150 

135 

Coefficient ol T hermal Expansion. 








58-572*F(10" < nnn/F) 

9.8 

93 

99 

_ 

3.3 

9 

10 

Specific Meat. 58-572*F-8tu/ib-f) . . . 

0.092 

0.092 

0.10 

_ 

0092 

0092 

0.09 

Electrical Concucttvity (MACS) 

93 

90 

22 

40-55 

30 

65 

55 

MECHANICAL PROPERTIES' 








Tension Moouius ( 10* psi) 

18.7 

17 

18.3 

19 

17 

175 

17 

Tensile Strength iKHpsi) 








Annealed 

41 

40 

58 

— 

34 

45 

34 

Hard 

48 

52 

30-182. 102-152 

30 • 15 


57 

56 

Yield Strength ( IQ 1 psi) 








Annealed 

C8 

18 

32. 28 

— 

15 

24* 

10 

Haro 

46-72 

57 

70-160. 32-125 

35-110* 

36-77 

53* 

50 

Elongation m 2 n. (S) 








Annealed 

34 

34 

45. 35 

— 

40 

32 

45 

Haro 

49-Z 

5 

2-25.1-10 

4-12 

5-40 

4 

5 

Hardness /Rockwell) 








Annealed 

— 

F70 

360 

— 

316 

338 

F46 

Hard 

372 

F97 

380-99 

990-105 1 

360. 384 

373 

364 

Shear Strength f!0 J psil 








Anneaieo 

— 

— 

50-50 

— 

— 

_ 

_ 

Haro 

- 

- 

90-100 

- 

- 

- 

37 

FABRICATING PROPERTIES 








Cold '.Vorkaowtv 

Eiceilent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Hoi Afamaointy 

Excellent 

Exce-lent 

Good 

— 

Good 

Excellent 

Good 

Hot’.Vorking Temoi'F) 

1650- 1 7—0 

1400-1500 

1200-1500 

— 

15CO-17CO 

MC0-'6C0 

14C0--6C0 

Annealing Tempi *fi 

— 

900-1000 

1425-1475 

— 

— 

700- ’290 

300-1450 

Macmnaoihty index' 

20 

20 

20 

— 

20 

29 

20 

Coming 








Soidermg 

Excellent 

Excellent 

Good 

Good 

Good 

Excellent 

Excellent 

3rixmq . . 

Good 

£.«ccilent 

Good 

Good 

Good 

Excellent 

Excellent 

Qxvacetyiene A/eidmq 

Not Rec 

Not Rec 

Not Rec 

Not flee 

Not Rec 

Good 

3ood 

Caroon Arc tfeidmg 

Not Rec 

Gooo 

Good 

Good 

Fair 

Excellent 

Gcoo 

3un Resistance Weicmq 

Good 

Not Rec 

Fair 

Good 

Not Rec 

Excellent 

Good 

CORROSION RESISTANCE 

Generally good resistance !o industrial, rural and marine atmosoneres: also gasolines. luel oils 

Generally more 

Gene* ally similar 


and lacquers. Generally ooor resistance to ammonia. ?emc and ammonium compounds ana 

res -man cooper 

to Cl 47C0. 


cyanides. Good resistance to weak acids and bases: some resistance to strong acos and bases 

to atm os. 

C15CC0, Cl 7200. 







acueous and 

C182C0 

<5 






suilide 








environment. 








Hiqn res :o stress 








sort 


AVAILABLE forms 

Rod. wire 

Strip par. sweet. 

Flat products. 

Flat products rod. 

Fiat proouers. 

Srno. *e'ced 

Strip, wire 



plate 

rod. vire. luoe. 

wire' 

wire. 'Od. .napes 

tuoe 





pipe, snapes 


iirroJe ‘orQir^s 



USES 

Commutator 

Springs. 

Sormgs. plunger 

Springs, elect 

Res weid 

E'ecirtcai and 

Coins. Puilet 


seqmems. sup 

electrical 

guides, busnmgs. 

contacts, conn. 

electrodes and 

electronic pans. 

;ac«ets. ‘use 


rings, soldering 

contacts res weld 

bearings, cams. 

sockets, heal 

wneets. circuit 

terminals. 

caos primers 


iron tios. rectifier 

electrodes. 

diapnraqms. 

sinks, relays 

preaxer pans. 

contacts. 

,ewe , ry i pase - pr 


bases, resistance 

linings, clamos 

beiiows. 

sensors 

caole connectors. 

architectural 

gold O'ate or 


welding 

connectors 

electrical 


pansior 

uses, condenser 

ntreous enamel 


electrodes 

diaorvaqms 

contacts, res 


electronic 

uoes. hoiloware 





weid eiectroces 


devices 




rxJ ix ror wire ’P.ee-cunmq Dfass .s 'OO 

c 0 2~. Alset ’vi.il- 

r'jrW'+C Temper 

'•ro.mi.iv >,.i.aew 

n ‘T'lil-nar ‘^ctf ;nv 
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Copper And Its Alloys— Wrought 



C 22 Odd 

C22600 

C23000 

C24000 

C 2 60 00 

C26800 C27000 

Type and CO A No. 

(Commercial) 

(Jewelry 8ronze, 

(Red Brass. JSS) 

(Low 3rass. 30*i») 

(Cartridge 3rass. 

(Yellow 3rass) 


Bronze. BOS) 

87 SSI 



70N.) 


NOMINAL COMPOSITION, “t 

Cu90Zn 10 

Cu 87 5. 2n 12.5 

Cu85. Zn 15 

CudO. Zn 20 

Cu 70. Zn 20 

Cu 65. Zn 35 

PHYSICAL PROPERTIES 







Oensnv (Ib-'irr 1 ) 

0.318 

0317 

0 316 

0 313 

0 308 

0 306 


1870-1910 

1840-1895 

1810-1880 

1770-1830 

1680-1750 

1660 1710 

Thermal Concucnvity, 53*F iBtu-tt/hHt*-'! . 
Coerticent at Thermal Exoansion. 58-572*F 

109 

100 

32 

31 

70 

57 

(tO*‘innn/Fl 

10 2 

10 3 

10 4 

10 5 

11.1 

11 3 

Soeotic HeaL 58-572*F i0tu/ib-F) . 

009 

0 09 

0.09 

0.09 

0 09 

0 09 

Electrical Conouctwitv (MACS) 

44 

40 

37 

32 

28 

27 

MECHANICAL PROPERTIES' 







Tension Modulus (I0*3ii) 

Tensile Strength (l&'psit 

17 

17 

17 

16 

16 

15 


37. 10 

39.40 

39.4) 

42. 14 

44. 48 

46 50 

Had Hard 



Haro 

51.74 

56. 83 

70.38 

74. 107 

76 

74. no 

Soring 

Yield Strength ( tCH psi) 







Anneaiea 

10 

11 

10 

12 

11 

14 

Hard 

54 

56 

57 

59 

63 

50 

Soring 

Elongation m 2 in. i%) 







Annealed 

Halt Haro 

45. 50 

46 44 

48. 48 

52. 55 

56. 54 

55 50 

Hard 

5. 4 

5 

5.5 

7.5 

3 

3 5 

Soring 

HaranessiRocxwai) 







Annealed 

?53 

F55 

F56 

F57 

F54 

F'.d 

Half Hard 

370 

B73 

377 

382 

332 

330 

Soring 

Shear Strengtn t10 J 3sn 







Annealed 

23 

29 

31.31 

22. 22 


32 

Hail Hard 



Hard 

38 

40 

12. 18 

43. 33 

44 

13. 55 

FABRICATING PROPERTIES 







Cold Worxaoiuty 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Hot Workability 

Good 

Good 

Good 

Fair 

Fair 

Poor 

Hot Working Temo (*F) 

1400-1600 

1400-1650 

1450-1650 

1500-1650 

1350-1550 



Annealing Tamo i*F) 

800-1450 

300-1400 

800-1350 

300-1300 

300-1400 

300-'200 

Macmnaoinry moex 1 

Coming 

20 

30 

30 

30 

30 

30 

Soldering 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Brazing 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Oxyacetylene Welding 

Good 

Good 

Good 

Good 

Good 

Good 

Butt Resistance Welding 

Good 

Good 

Good 

Good 

Good 

Good 

CORROSION RESISTANCE 

Generally good resistance to industrial, rural and marine atmosoneres: also gasolines, ‘uel oils and laccuers. Generally poor 


resistance to ammonia, letnc and ammonium compounds and cyanides 




Good resistance ?o 

Good res to weak 

Susoectibie to oenncfication and stress corrosion cracking 



weax acids and 

acids and oases. 






Oases. 

Hign res to de- 

Good resistance to 

Some resistance to 

weax acids and bases: poor -esistance ‘o 



nncitication and str 

weak oases; some 

strong acids and oases. Poor resistance 'o solt and ruon saimiiy 



corr cracxmg 

resistance to strong 
Oases and weak 
acids 

water 



AVAILABLE forms 

Rolled meet. stno. 

Wire. stno. Mat wire 

Stno. sneet. wire. 

Wire. stno. Mat wire 

Sino. oar. Mat wire. 

Strip -iat wire. 


plate, 'od. wire. 


tuoe. pioe 


sneet. rod. wire. 

sheer plate -od. 


tuoe 




tube 

wire 

USES 

GnilworK, cosmetic 

Arcnilecturai angles 

Weatherstno. 

Ornamental metal 

Automotive radiator 

Gnilwoix. 


compacts, marine 

and cnanneis. 

electrical sockets. 

works battery caps 

cores and tanks. 

reflectors, amo 


hardware, primer 

hardware. 

tasteners. heat 

musical 

lamg futures. 

fixtures, ‘asieners. 


caos. costume 

comoacis. cosiume 

exchanger tuoes. 

instruments, clock 

fasteners, sormgs. 

stencils, piumomg 


;eweiry aase tor 

,eweiry. oase 'or 

riexicie nose. 

Jrais. pump lines 

ammunition 

accessories. 


vitreous enamel 

gold date 

plum Ding, ,ew*iry 


comoonenrs 

SPnngs 


*>' vnere two *aiu«i aaoaraiao a* a comma accear second ■* tor *<we. 3ev ee curling Brass n '00 
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Copper and Its Alloys— Wrought 


Type and COA No. - 

C280Q0 
(Muntz Metal) 

C3140Q C33000. C33200 

(Leaded Commercial 03500 

Bronze) leaded Brass 

C34000 

(Medium-Leaded 

Brass) 

C34200 

335300 

(High-Leaded 

Brass) 

C35600 
(Eitra- High- 
Leaded Brass) 

NOMINAL COMPOSITION. v . 

Cu 60.0. Zn 40.0 

Cu 89.0. Pb 1.9. 

Cu 65-66, Zn 

Cu 65.0. Pb 1.0. 

Cu 54.5. Pb 2.0. 

Cu 62.0 Pb 2.5. 



Zn9.1 

32.4-34.5. Pb 

Zn34.0 

Zn33.0 

Zn 35.5 




0.5-1. 6 




PHYSICALPROPERTlES 







Oensity (fb/irr 1 ) 

0.203 

0.319 

0.306-0.308 

0.306 

0.306 

0.207 

Meittrvj Temoerature Range (*F) 

1650-1660 

1850-1900 

1650-1720 

1630-1700 

1630-1670 

1630-1660 

Thermal Conductivity, S8*F iBttrh/hrHT^f) . . 

71 

104 

57 

57 

87 

87 

Coefficient of Thermal Expansion. 







S8-572*F (t0“* in/m/F) 

11.5 

10.2 

11.2-11.3 

11.3 

11.3 


Specific Heat 58-572*F (Btu/lb-f ) 

0.09 

0.09 

0.09 

0.09 

0.09 

009 

Electrical Conductivity (MACS) 

28 

42 

26 

25 

26 

26 

MECHANICAL PROPERTIES* 







Tension Modulus (10* psi) 

15 

17 

15 

15 

15 

14 

Tensile Strength (lO^si) 







Anneaieo 

54 

37 

51-52 

47. 50 

49 

47 

Half Haro 

— 

_ 

_ 




Hard 

70* 

55* 

74-75 

74 

74 

74 

Sormq 

— 

_ 

_ 

_ 



Yield Strength (TO 3 psi) 







Annealed 

21 

12 

15-20 

15 

17 

16 

Hart Haro 

— 

_ 

_ 

_ 

_ 


Hard 

50* 

50 s 

50 

50 

50 

55 

Sormg 

— 

— 

_ 

_ 

_ 

_ 

Elongation m 2 m. (%) 







Annealed 

45 

45 

50-55 

50 

52 

60 

Hart Hard 

— 

— 

— 

_ 

_ 

_ 

Hard 

10* 

12* 

7-3 

7 

7 

3- 

Sonng 

— 

— 

_ 

_ 

_ 

_ 

Hardness iRocxweii) 







Annealed 

F30 

■ : 55 

F54-75 

=54 

F53 

F52 

Half Haro 

— 

— 

_ 

_ 

_ 

_ 

Hard 

375* 

361° 

380 

380 

380 

381 

Spnng 

— 

— 

— 

— 

— 

_ 

Shear Strength (10 3 psi) 







Annealed 

40 

24 

34 

24 

34 

_ 

Hart Hard 

— 

— 

— 

_ 

_ 

_ 

Hard 

44* 

31* 

43 

43 

43 

- 

FA8RICAT1NG PROPERTIES 







Cold Workability 

Fair 

Good 

Fair-Exc 

Good 

Fair 

Poor 

Hot Worxaoility 

Excellent 

Poor 

Poor 

Poor 

Poor 

Fair 

Hot Working Temo(*F) 

U50-1450 

— 

— 

— 

— 

1300-1450 

Annealing Temp(*F) 

300-1100 

800-1200 

300-1300 

300-1200 

800-1100 

300-1100 

Machmadility Index* 

40 

30 

60-30 

70 

90 

100 

Jomaoility 







Soldenng 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Brazing 

Excellent 

Good 

Good 

Good 

Good 

Good 

Oxyacetylene Welding 

Good 

NotRec 

NotRec -Fair 

Not Rec 

Not Rec 

NotRec 

Butt Resistance Welding 

Good 

Fair 

Fair 

Fair 

Fair 

Fair 

CORROSION RESISTANCE 

Susceonbie to 

Excellent resistance to owe hydrocarbons and freon: good resistance :o industrial, .marine and rural 


defalcation and 

atmospneres; :air resistance io sea water, crude oils, and moist car oon dioxide: attacked by ammonium 


stress -corrosion 

hydroxide and hydrochloric 3nd sulfuric acids 




craciung 






AVAILABLE FORMS 

Stno. bar. sheeL 

Bar. rod 

Tube, par, plate. 

Slop. bar. plate. 

Strip, par. plate, rod 

Stno. par. rod 


date. rod. rude 


stno 

rod. wire 



USES 

Arcmtectural trim. 

Screws, screw 

Pump and power 

Butts, gears, nuts. 

Clock plates, nuts. Packs, gears, wneeis 


large nuts and 

machine parts. 

cylinders and 

rivets, screws. 




bolts, condenser 

pidUrng crates 

liners, munition 

dials, engravings. 




plates, hot forgings. 


prvners. plbg 

instrument piates 




vaive stems 


goods, screw 







machine parts 





fc Am«r* r«o «4tu«s saoaraiM Ov a comma aooaar. sacorxJ is tor wire. a Pre*-cumng prass is 100. c Hait-nara. 9 Cooo«r aitoy C35000 is suitaoi* 'or not warning ana contains 59.0 -oa 5% 
Co. PO. 0 lOPsma* *notn#r«m«ino*r Zn. 
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Copper and Its Alloys — Wrought 


Type and COA No. 

C36000 

(Free-Cutting 

Brass) 

C36S00. C36600 
C36700. C36800 
(Leaded Muntz 
Metal) 

C37000 
(Free-Cutting 
Muntz Metal) 

C37700 

(Forging Brass) 

C38S00 

(Architectural 

Bronze) 

C40S00. C42200 
C42S00 
(Tin Brass) 

NOMINAL COMPOSITION. % 

Cu51.5. Pb3 0. 

Co 60.0. Ph 0.6. 

Co 60.0. Zn 39.0. 

Cu 60.0. Zn 39 0. 

Cu57 0. Zn 40.0. 

Cu 37-95. Zn 


ZnJS.5 

Zn 39.4 

Pt> 1.0 

Pt> 2.0 

Ph 3 0 

4-12. Sn 1-2 

PHYSICAL PROPERTIES 







Density (ID/ifT 1 ) 

9.307 

0304 

0304 

0305 

0.306 

0.317-0.319 

Meitmq Temoerature Pang# (*F) 

1630-1650 

1630-1650 

1630-1650 

1620-1640 

1610-1630 

1850-1940 

Thermal Conductivity. 58*F (Btu*rt/hrtt , *r) . , 

67 

71 

69 

59 

71 

69-95 

Coefficient of Thermal Expansion. 







58-572*F (10~ 4 io/mi/F) 

11.4 

11 3 

11.6 

115 

11 5 

10 2 

Specific Heat. 53-572*? (Btu/Ut-F) 

0.09 

009 

0.09 

0.09 

0.09 

0.09 

Electrical Conductivity (MACS) 

25 

28 

27 

27 

28 

28 4t 

MECHANICAL PROPERTIES 1 







Tension Modulus (I0*psi> 

14 

15 

15 

15 

14 

16 

Tensile Strengtn 1 1Q J psi) 







Annealed 

49 

54 

54 

52 

50 

34-45 

Half Hard 

68 

— 

— 

— 

— 

52-53 

Hard 

— 

— 

30 

— 

— 

54-76 

Soring 

— 

— 

— 

— 

— 

74-39 

Yield Strength i^psi) 







Annealed 

13 

20 

20 

20 

20 

12-18 

Half Hard 

52 

— 

— 

— 

— 

43-5 1 

Hard 

52 

_ 

50 

— 

— 

63-73 

Soring 

— 

— 

— 

— 

— 

74-37 

Elongation m 2 :n. |%) 







Anneaied 

53 

45 

40 

45 

30 

46-49 

Hart Hard 

ta 

— 

— 

— 

— 

12-20 

Had 

— 

— 

5 

— 

— 

4-10 

Soring 

— 

— 

— 

— 

— 

24 

Hadness .Rockwell) 







Anneaied 

F63 

F30 

F30 

"3 

365 

F55-70 

Hart Had 

380 

— 

— 

— 

— 

360-75 

Had 

— 

— 

385 

— 

— 

372-36 

Soring 

— 

— 

— 

- 

- 

379-92 

Shear Strength i tO J psil 







Anneaied 

30 

40 

— 

35 

35 

31 

Hart Had . . . 

38 

— 

— 

— 

— 

37 

Had 

- 

- 

- 

- 

- 

29 

FABRICATING PROPERTIES 







Cold Workability 

Poor 

Fair 

Fair 

Poor 

Poor 

Excellent 

HotWorkaoilny . 

Fair 

Excellent 

Excellent 

Excellent 

Excellent 

Good 

Hot Working Temo(*F) 

1300-1450 

1150-1450 

1150-1450 

1200-1500 

1150-1350 

1455-1635 

Annealing Temo |*F) 

300-1100 

300-1100 

300-1100 

300-1100 

300-100 

800-1100 

Macnmamiity Incex 1 

100 

60 

70 

30 

90 

20 

Jomaowty 







Soidenng 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Brazing 

Good 

Good 

Good 

Good 

Good 

Excellent 

Oxyacetylene Welding 

Not Rec 

Fair - 

Not Rec 

Not Rec 

Not Rec 

Good 

Butt Resistance Welding 

Fair 

Fair 

Fair 

Fair 

Fair 

Good 

CORROSION RESISTANCE 

Excellent resistance to pure nyorocaoons. taccuers and freon; good resistance to industrial, marine and rural atmospneres. alconois. 


fuel oils and dry caoon dioxide: fair resistance to sea water, crude ails, and moist carton dioxide: attacked 0y ammonium hydroxide 


and hydrochloric and sulfuric acids 





AVAILABLE FORMS 

Bar. -od. snaoes 

Ptate 

TuPe 

Rod. snaoes 

Rod. snaoes 

Flat oroducts 

USES 

Gears, pinions. hign 

Condenser tuoe 

Automatic screw 

Forgings and 

Architectural 

Electrical parts. 


soeed screw 

plates 

machine pans 

pressings of ail 

extrusions, store 

terminals. 


machine parts 



kmos 

(ronts. tnm. tinges. 

connectors, springs. 






lock aodtes. 

weathcrslno 






forgings 



*wn«f • two seoar alM Dy i comma aopear. jacorxJ ■* lor Wir» ’frea-cumng or ass is >00. 'When required. 'Jus adoy may cm rfinituted wiin As. 3t>. or P >n range ot 0 02 0. 1 0-.. nfl.onad 

aitoys *'• dentitieq 9y nos CO 6600. C38700. ana C36600 
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Copper and Its Alloys — Wrought 


Type and CO A Mo. 

C44330Q. 

04400, 

C44500* 

(Admiralty) 

C 464 00. C46500. 
C46600. 346700* 
(Naval Brass) 

C48500 
(Leaded 
Naval Brass) 

CS0500 
(Pltosohor 
Braiue E) 

C51000 
(Phosphor 
Bronze A) 

C52100 
(Phosphor 
Bronze C) 

NOMINAL COMPOSITION. 1 

Cu 71. Zn 28. 

CuoO. Zn23.7. 

Cu 60. Zn 37 5. 

Cu 98.7. Snt 3 

Cu94 3. 5n5 



Snt 

Sn0.75 

Pt) 1.75. 5n 0.70 

P trace 

P0.02 


PHYSICAL PROPERTIES 







Density flb/m 3 ) 

0.308 

0.304 

0.305 

0 321 

0 320 

3.318 

Melting Temoerature Range (*F) 

1650-1720 

1630-1650 

1630-1650 

1900- '970 

1750-1920 

1620-1880 

Thermal Conductivity. 58*F ;Btu-H/hcfH-f) . . 

54 

67 

57 

1 20 

40 

36 

Coefficient oi Thermal Exoansion. 







S8-57rF(tO-Vn/m/F) 

11.2 

11.3 

It. 3 

3.9 

9.9 

10.1 

Soectfic Heat. 58*F (Bturfb-F) 

0.09 

0,09 

0.09 

009 

0.09 

0.09 

Electrical Conductivity iMACS) 

25 

26 

26 

48 

15 

13 

MECHANICAL PROPERTIES* 







Tension 'Modulus UO* asi) 

16 

15 

15 

17 

16 

16 

Tensile Strength (KHpsi) 







Annealed 

53.55 

57 

57 

40.- 

47.50 

55.50 

Half Hard 

— 

75 

75 

55.- 

58.35 

76. '05 

Haro 

— 

38 

— 

55. 79 

31. ItO 

93. 130 

Soring 

— 

— 

— 

— 

100. 140 

f 12. — 

Extra Soring 

— 

— 

— 

_ 

107.- 

120.- 

Yield Strength (I0 , psi) 







Annealed 

22 

25 

25 

t4 

t9. 20 

24 

Hart Hard 

— 

53 

53 

— 

55. 30 

55 

Hard 

— 

— 

— 

50 

75 

72 

Elongation m 2 m. (%) 







Annealed 

65. 60 

47 

40 

48 

84. 53 

70. 55 

Halt Haro 

— 

20 

15 

•6 

28.3 

32 

Hard 

— 

— 

— 

3 

10 

to 

Sormq 

— 

— 

— 

4 

4 

3 

Extra Soring 

— 

— 

— 

— 

3 

2 

Hardness. Rockwell) 







Annealed 

F75 

355 

855 

- 

325 

"5 

Hail Hard 

— 

982 

382 

364 

373 

384 

Haro 

— 

— 

— 

375 

387 

392 

Sormq 

— 

— 

— 

379 

395 

398 

Extra Soring . . . . 

- 

-X- 

- 

- 

B97 

3100 

FABRICATING PROPERTIES 







CoWWoncaoility 

Excellent 

Fair 

Poor 

Excellent 

Excellent 

Good 

Hot Worxaoility 

Fair 

Excellent 

Good 

Good 

Poor 

Poor 

Annealing Temo t *F) 

300-1100 

300-H00 

300-1100 

900-1200 

900-1250 

900-1250 

Macnmaoiiity index* 

30 

30 

70 

20 

20 

20 

Joining 







Soldering 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Excellent 

Brarnq 

Excellent 

Excellent 

Good 

Excellent 

Excellent 

Excellent 

Oxyacetytene Welding 

Good 

Good 

Not Rec 

Fair 

Fair 

Fair 

Butt Resistance Welding 

Good 

Good 

Fair 

Excellent 

Excellent 

Excellent 

CORROSION RESISTANCE 

Good resistance to industrial, rural and marine atmosoneres: 

Generally good resistance ro atmosonere. water salt water, and 


petroleum products, alcohols, dry gases and sea water. Fairly 

salt solutions. Some resistance to alkaune solutions and 


good resistance to weak oases. Resistant to some weak oases 

inorganic acids Poor resistance to organic acids, cyanides, and 


and weak organic acids, out generally poor resistance to moist 

ternc and ammonium comoounos 



aods and strong Oases. Poor resistance to solutions ot cyanides 





and ammonium comoounos. Resistant to deoncmcation. 




available forms 

Plate. ww«, tuOe 

Strio. oar plate, rod. 

Bar. rod. snaoes 

Slno. wire 

Stno, rod. wire. 

Strio. rod. wire 



v iut>esndbes >y 



tuoe 


USES 

Condenser. 

Fasteners, marine 

ManneTiardware. 

Electncal contacts. 

Bridge beanng plates, chemical hardware. 


evaoontor and teat 

httdware. propeller 

sort** machine 

flexible nose, pole 

perforated sheets, textile macn.. wetd 


excnanger tubes: 

sltatts. valve 

mooucts. valve 

hne hardware 

rods. Dealer bars, cotter pms. 


condenser tuoe 

stems, condenser 

stems 


diaomaoms. luse elms, fasteners. 


plates: distiller 

plates 



wasners. Dushmgs. spnngs. switch pans 


tuoes 




truss wire 



‘‘Amere rwo values aooear. second's 'or wi re ’"ree-cuffing orass is '00. c Tns alloy is ueuaiiynnioiiedwiin aimer as. 30 or Pn -tie range oi 002 :o0 '0*-> rmiOitea aiioys are identified 
resoectnwiy C44300. C 4*400 G *4 500 ’when reomred m* alloy may oe inn«iied **un miner As $b or P n tne range oi 0 02 ’0 0 :0%. inruoited ai'oys are identified resoectivew o» Nos 
C4S500 C46600 C46700 
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Copper and Its Alloys — Wrought 


Type and COA Mo. 

£52*00 
(Phosonor 
Bronze 0) 

C 54400 
(Phosphor 
Bronze. Fren- 
Cutting) 

C91400 
(At Bronze 0) 

C83800 

(Corooze) 

C 64700 
(Precip. Hard 
Si Sronze) 

C 65 100 
(Low Si 
Bronze 31 

C65500 
(Hign Si 
Bronze A) 

NOMINAL COMPOSITION, t 

Cu90. SnlO 

Cu 88. ?b 4. 

Cu9l.Al7. 

Cu 95 0. At 2 3. 

Cu 97.5. Ml 1.9 

Cu 98 5. Si 1.5- 

Cu 97. Si 3 



Zn4. 3n 4 

Fe2 

Si 1.3. Co 0.4 

St 0 6 

2.0. Mn 0.7 max 

Mn 1.5 

PHYSICAL PROPERTIES 








Density (tb/m J ) 

0.317 

0.321 

0.285 

0 299 

0.322 

0.316 

0.308 

Melting Temperature Range fF ) .... 

1550-1830 

1700-1330 

1905-1915 

1830-1335 

1990 

1890-1940 

1730-1880 

Thermal Conductivity. 








58*F (BMt/nr-n^) 

29 

50 

39 

23 

102 

33 

21 

Coefficient of Thermal Exoansion. 








58-572*? (l0'‘'n/imF) 

10.2 

9.6 

9 

9.5 

93 

98 

10 

Soecihc Heat. 58*F (Btu/ib-f) 

0 09 

009 

0.09 

0.09 

009 

0 09 

0 09 

electrical Cjnouovity (MACS) 

11 

19 

14 

10 

38 

12 

7 

MECHANICAL PROPERTIES* 








Tension Modulus I10 4 ?st> 

16 

15 

17 

16.7 

21 

17 

15 

Tensile Strength ( 10* psi) 








Annealed 

56. 56 

44 

76 

32 

40 

40 

58.50 

Halt Hard 

33.118 

53 

— 

106 

— 

30 

79.38 

Hard 

100. 147 

— 

35 

120 

’05 

70. '00 

94 125 

Soring 

122. - 

— 

— 

123 

— 

— 

110. U5 

Extra Sonog 

128. - 

— 

— 

130 

— 

— 

— 

Yield Strength i TO* asi) 








Annealed 

23 

19 

— 

54 

14 

15 

21.25 

Halt Hard 

— 

40 

— 

33 

_ 

63 

45 57 

Hard 

— 

53 

50 

101 

99 

55. 70 

53. 65 

Elongation m2 in. (%) 








Annealed 

56 

50 

45 

36 

50 

50 

50 

Hail Hard 

32 

24 

— 

15 

— 

15 

17.3 

Hard 

13 

15 

32 

7 

3 

15 

3.5 

Soring 

4 

— 

— 

4 

— 

— 

43 

Extra Soring . 

3 

— 

— 

3 

- 

— 

— 

Rareness (Rocxweil) 








Anneaieo 

355 

c 65 

381 

386 

386 

F55 

945-52 

Halt Hard 

392 

363 

— 

396 

— 

— 

337 

Haro 

397 

383 

390 

999 

394 

380 

390 33 

Sonng 

3101 

— 

— 

3101 

— 

— 

397 

Extra Soring . 

3103 

- 

- 

9101 

- 

- 

- 

FABRICATING PROPERTIES 








Coid WorKaomty 

Good 

Good 

Fair 

Excellent 

Excellent 

Excellent 

Excellent 

Hot WofkaDtiily 

Poor 

— 

Gooa 

Excellent 

Excellent 

Excellent 

Excellent 

Annealing Tamo i’Fl 

900-1250 

ICO- 1250 

1125-1650 

750-1100 

1300-1375 

900-1250 

900-13C0 

Macnmaodityincex 3 

20 

30 

20 

— 

30 

30 

30 

joining 








SoiCermg 

Exceilem 

Exceilem 

Not Rec 

Fair 

Excellent 

Excellent 

Good 

Brazing 

Excellent 

Good 

Fair 

Fan 

Excellent 

Excellent 

Excellent 

Oxyacetytena Welding 

Fair 

Not Rec 

Not Rec 

Fan 

Good 

Good 

Good 

Bun Resistance Weidmg 

Excellent 

Fair 

Good 

Exceilem 

Good 

- 

Excellent 

CORROSION RESISTANCE 

Generally good resistance to 

Generally the 

Exc. in marine. 

Exc res to marine, mdust and rural atmos and most fresn 


atmosonere. water, salt water and 

same as C53900. 

ndustnai. rural 

and seawaters: not ana cold oil suitunc. cold cone 


sail solutions. Some resistance to 

C64700.C65100. 

atmos. most 

suitunc. cold dil hyarocroonc and most organic acids: not 


alkaline solutions and inorganic acids. 

C65500 

fresn and sea 

and cold dil alkalies and coid cone alkanes: emonoes and 


Poor resistance to organic acids. 


waters. Exc oxid 

suifates of l»gm metals. Attacked by oxidizing adds and 


cyanides and feme and ammonium 


and suilioation 

ammonium nyaroxide: poor res to emonoes and suifates 


comoounos 



res at elevated 

ot heavy metals 







:emo. Res str cor 




available forms 

Stno. rod. wire 

Stno. rod. shapes 

3ar. sneet. pi. 

Stno 

Rod. wire, strip 

Sheet, strip, plate, rod. wire. ?'0e. :uoe 




wire tuoe 





USES 

Heavy bars and 

3eanngs. 

Fasteners, ranks. 

Springs. 

Springs, soexets. 

Cold headed 

Wld. unbred not 


plates for 

bustlings, gears. 

machine parts. 

electrical 

fasteners. 

screws, wire 

water storage 


comoression. 

pinions, snatts. 

condenser ruoes. 

comoonems. 

processing 

caoie. 

hts: neat exengrs: 


wear and corr 

inrust wasners. 

marine sheanng 

glass sealing. 

hardware 

connectors, pole 

not neaoeo 


res: exp. plates 

vaive pans 


fasteners, cutlery 


line, manne pans 

fasteners, fittings 







valves 



*\Vh»re rv»o values aooear. second <s lor wire uniess otherwise noted. ’=<■»« -cutting orass - 100. ’0 2% ott set 
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Copper and Its Alloys — Wrought 


] Type ead COA Mo. — 

1 

CW70Q 

C 87500 

(Maeganese 

frame A) 

C68700 

(AIwumoi 

Brass) 

C88800 

C7Q600, C710Q0, 
C71500 
Copper .ticket 

C74S00, C7S200 
C7S480. C7570Q. 
C77000 
ticket Silver 

| NOMINAL COMPOSITION. * 

CuTO 

Co 58.5. Zn 

Cu 77.5. 2a 

Cu 73.5. Zn 

Cu 69.5-36.6 

Cu 55-65 


Zn2S.3 

39. Fe 1.4. Sn 

20.5. AJ 2 

22.7. Al 3.4. Co 

Ni 10-30 

Ni 10-18 

j — 

Mn 1.2 

I.MnO.t 


0.4 

Fe 0.5- 1.3 

Zn 17-27 

I PHYSICAL PROPERTIES 







! Oensityilb/in 3 ) 

0.308 

0.302 

0.301 

0.296 

0.323 


Mating Temperature Range (f) 

1920-2000 

1590-1630 

1710-1780 

1740-1765 

2010-2260 


Thermal Conductivity. S8f (Bnrft/hr-fl^f) . . 

58 

61 

58 

23 

17-26 

17-26 

Coetficiem of Thermal Expansion. 






58-572*F (10 -4 rn/in/F) 

11.1 

11.3 

10.3 

10.1 

355-9.35 

9-9.3 

! Specific Heat (Btu/ibr) 

0.09 

0.09 

0.09 

_ 

0.09 

009 

Electrical Conductivity (%IACS) 

. 17 

24 

23 

18 

4.5-9 

5.5-9 

' MECHANICAL PROPERTIES 







Tension Modulus (10* osi) 

16 

15 

16 

16.3 

18-243 

17 5- :8 

Tensile Strength (IO^psi) 







Annealed 

49 

55 

60 

92 

44-62 

49-50 

; Halt Hard 

54 

34 

— 

93 

56-75 

73-36 

1 Hard 

77 

— 

— 

109 

75 

35-105 

i Sonng 

96 

— 

— 

122 

32 

115-145 

Yield Strength ( 1 0* psi) 







Annealed 

18 

30 

27 

55 s 

16-40 

18-27 

i Halt Hard 

46 

50 

— 

75’ 

32-70 

60-35 

! Hard 

52 

— 

_ 

97* 

71 

74-90 

Elongation m 2 in. (%) 







I Annealed 

56 

33 

55 

36 

35-46.5 

40-50 

| Halt Hard 

20 

19 

— 

20 

9-15 

11-7 

Hard 

10 

— 

— 

5 

5 

3-5 

: Sonnq 

2.5 

— 

— 

2 

3 

2.5-1 

Hardness (Rockwell) 







j Annealed 

F70 

365 

F77 

381 

915-52 

322-55 

Halt Hard 

370 

390 

— 

390 

375-30 

380-33 

' Hard 

364 

— 

— 

396 

B72-35 

387-91 

1 Sonng 

391 

- 

- 

398 

384 

999 

FABRICATING PROPERTIES 







1 CoidWotkaOiliiy 

Excellent 

Poor 

Excellent 

Excellent 

Good 

Good-exc 

— Hot Workability 

Good 

Excellent 

Fair 

Excellent 

Good 

Poor 

Annealing Temp (*5) 

930-1300 

300-1100 

aoo-iioo 

750-H00 

1100-1500 

1100-1500 

Macninatxlity index* 

30 

30 

30 

— 

20 

20-30 

Jomeig 







| Soldering 

Excellent 

Excellent 

Fair 

Fair 

Excellent 

Excellent 

Brazing 

Excellent 

Excellent 

Good 

Fair 

Excellent 

Excellent 

j Oxyacetyiene Welding 

Good 

Good 

Fair 

_ 

Fair 

Good 

1 Butt Resistance Weldmg 

Excellent 

Good 

Good 

Good 

Excellent 

Good 

| CORROSION RESISTANCE 

Good resistance 

Good resistance to moustraL rural. 

Excrestomanne. 

Re* to attack by high 

Rapidly attacked by 

! 

to marine and 

marine atmos: petroleun products: 

Indus, rural atmos and 

velocity sea water. 

oxKtinng acids. Res to 



industrial atmos. 

alconots: dry gases and seawater 

fresh and seawaters. 

fresh water, steam. 

NaOH. <0H but 

• i 

Uut subject to 



Good hi temp oxide 

suilunc. phosphoric 

attacked by 

i 

stress corrosion 



res. More res to 

and mild organic and 

ammonium hydroxide 

I 




stress corr than other 

chlorides, sulfates. 

and moist ammonia. 

i 




brasses 

nitrates 

Good res to marine. 

! 






rural atm. sub to stress 







corr 

I AVAILABLE FORMS 

Stno. sheet wire 

Rod 

Tube 

Stno 

Plate, too. stno. wire 

Stno. bar. rod. wire 

_ ; 





tuning 


ie | USES 

Resistance 

Gulch disks. 

Condenser. 

Springs, electrical and 

Condenser tubes. 

Hardware, fasteners. 


weld able 

pump rods. 

evaoorator.heat 

electronic parts. 

heat exchangers 

hoiloware. ooncai 


products 

snatts. halts: 

exchanger and 

hotloware 

process equip 

parts, surgical and 



valve stems and 

dasher tubes 



dental instruments 

s: 


bodies 






*Pr«# cutting orass i* 100. ’d.2*V 'Lujnt flrawn. 
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Copper and Copper Alloys—Cast 


COA Alloy Mo. - 

CSOtOO. C 80300. 
C30500. C80700. 
CS0900. C81100 

C81400, C81S0Q 

C 8 2000 

C8220Q 

082*00 

COMPOSITION. v . 

Cu -hAg99.ro to 99 95 
mm 

Cu 98 00-98 50 mm. Cr 
0.8-10 (Be 006 814 
only) 

Cu 96 3. Co ( -t- Ni) 2.6. 
Be 06 

Cu96 50mm.Ni 1.5. Be 
0.6 

Cu97 20 mm. Be t 70. 
Co 0.30 

PHYSICAL PROPERTIES 
Density (Ib/uV) 

0323 

0.318-0.319 

0.311 

0 316 

0.298 

Melting Temperature Range (*F) 

t9*a-'981 

1950-2000 

1780-1990 

I9C0-2C40 

1650-1325 

Thermal Conductivity. 58*F (Btu-rt/hr-rt^-F) 

200-226 

150 :82 

150 

106 

77 

Coefficient ot Thermal Expansion. 

58-572®F ( 10“ 4 m/in/F) 

9.4 

9.5-10 

9.9 

9 

9 4* 

Soecilic Heat. 58-572*F . Bm/ib-w) 

0.09-0.092 

0 09-0 093 

0.1 

0.1 

0.1 

Electnca Conductivity (MACS) 

92-100 

50-32 

45 

45 

25 

MECHANICAL PROPERTIES* 

Tension Modulus 1 10*351) 

t7 

16-16 5 

17 

165 

18.5 

Tensile StrenqtnttCHpsi) 

25 

51-53 HT 

50ASC.100HT 

S7ASC. 95 HT 

72ASC. 150 HT 

Yield Strength M O^ssi) 

9 

40 HT 

20ASC. 75 HT 

30ASC, 75 HT 

37ASC. 140 hT 

Elongation m 2 tn.(%) 

40 

11-17 HT 

20ASC.3HT 

29ASC.3HT 

20ASC.JHT 

Hardness (Bnnetl. 500kq) 

44 

59R, HT*. 105 HT 

55R,ASC.95R,HT 

50R,ASC. 96R,HT 

78R,ASC. 38ft; HT 

Fatigue Strength (K^psi) 

9 

15’ 

— 

— 

— 

Imoact Strength ift-lb) 
izoo 

_ 

30 Hr 

_ 

_ 

_ 

Charpy V-notcn 

— 

20 nr 

— 

— 

— 

Creeo Strengtn. 0 l*m tO.OOO hours ( TO 4 aso 
35Q*F 

_ 

_ 

_ 

_ 

_ 

45<rf 

— 

— 

— 

— 

— 

550*F 

— 

— 

— 

— 

- 


FABRICATION CHARACTERISTICS 
Casting Charactensoes 
Effect of Section Site on 


Soundness and 


Mechanical Prooerties 

Small 

Small 

Small 

Small 

Mecium 

Patternmakers Shrmnage 

1/4 

1/4 

3/16 

3/16 

3/16 

Crossing 

None 

High 

Low 

Low 

Low 

Gassing 

High 

Medium io Hign 

Medium 

Medium 

Medium 

Fluidity 

. . . Medium 

Medium 

Medium 

Medium 

Hiqn 

Shrinkage 

High 

High 

Medium 

Medium 

Medium 

Casting Yield 

Low 

Low 

Low 

Low 

Medium 

Thermal Treatments 






Stress Relief Temoi’F) 

— 

50tf 

500 

500 

400 

Sol Heat Treat Temp fF) 

— 

1830-1850 

1650-1700 

1650-1750 

1450-1500 

Aging TemofF) 

— 

900 

900 

335-350 

650 

Macmnaoilrty Index* 

10 

20 

20 

20 

20 

Joining 






Soldering 

Excellent 

Good to Exc 

Good 

Good 

Fair 

Braang 

Excellent 

Good 

Good 

Good 

Fair 

Oxyacetyiene Welding 

Not Rec 

Not Rec 

Not Rec 

Not Rec 

Not Rec 

Caroon Arc Welding 

Fair 

Fair 

Far 

Far 

Far 

Gas Shielded Arc Welding 

Fair 

Fair 

Far 

Fair 

Fair 

Coated Metal Arc Welding 

Not Rec 

Fair. Mol Rec 1 

Far 

Fair 

Far 

AVAILABLE FORMS 

Centnfugai. continuous. 

Centrifugal, continuous. 

Centnfugai. continuous. 

Centntugai. continuous. 

Centrifugal, nvestment. 


investment permanent 

investment, permanent 

investment, permanent 

nvestment. permanent 

permanent mold. 


mold, piaster and sand 

mold, piaster and sand 

mold, piaster, sand and 

mold, piaster and sand 

plaster, sand and 


castings 

castings 

pressure castings 

casting 

pressure castings 


USES 


Electncal and thermal 
conductors; corrosion 
and oxidation resistant 
aooiications 


Electncal and thermal 
conductors requiring 
fxgher strength and 
hardness than coooers 


Contact and switch 
blades, bearings, 
soldering iron and 
resistance weicmg ttos 


Clutch rings, brake 
drums, seam welder 
electrodes, protection 
weiding dies, spot 
weidmg nos. beam 
welder shapes. 


Safety tools, moics tor 
plastic pans. cams, 
bustlings, bearings, 
valves, gears, ourro 
parts 


* '/wum* caws >n as-cast corva.non • «c»ci lor oracioiranon narcerwvj a aoys wmcn are m tuny near treated condition. 9 A SC - as Sana cast: HT"- neat treated. : Based on 1 00 tor tree 
Cutting orass. 9 Sor05% extension underload. * a»OY C3'-»00 Auoy C3ISOO. fl Sor38-392P "Minimum. 
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Copper Alloys— Cast 


1 

C32500 

C32600 

C82800 

C33600 

C34400, C85200 

C86200. C36300 

C37400 

Cu 97 2. 3e 2.0. CO 

Cu 95.2 mm. Be 2.3. Co 

Cu96.5. 3e 2.6. Co 

Cu 85. Zn 5. 

Cu 72-31. Zn 9-24. ?b 

Cu 53-64. Zn 25-26. Al 

Cu33.Znl4.Si3 

| (+ NO 0.5. Si 0.25 

0.5. Si 0.25 

{+Ni)0.5.Si0.25 

So 5 

3-7. Sn 1-3 

4-6. Fe 3. Mn 3 


I 



Pb5 




0 292 

0.292 

0292 

0.318 

0307-0.314 

0 283-0.283 

0.3 

i 1575-1800 

1575-1750 

1625-1710 

1570-1850 

1549-1940 

1625-1725 

1510-1680 

75 

73 

71 

41.5 

41.9-48.5 

20 5 

16 

9.4 

9.4 

3.4 

10* 

10-11 5* 

12 

109 

; M 

0.1 

0.1 

0.09 

009 

0.09 

0.09 

18 

20 

20 

15 

16.4-13 

7. 5-3.0 

5.7 

18 5 

19 

19.3 

13.5 

11-13 

14.2-15 

15.4 

30ASC. 160HT 

33ASC.165HT 

97 ASC. 165 HT 

37 ASC 

34-38 ASC 

95-1 19 ASC 

55 ASC 

45 ASC. 155" HT 

47ASC. 155 HT 

55 ASC, 145 HT 

17 ASC* 

13-15 ASC’ 

48-33 ASC 

24 ASC’ 

20ASC. 1HT 

20 ASC. t HT 

20 ASC. 1 HT 

30 ASC 

26-35 ASC 

18-20 ASC 

30 ASC 

32R,ASC.40RctlT 

32 3,ASC.43Mt 

35 R, ASC. 45 Bg HT 

35-60 ASC 

45-55 ASC 

180-225 ASC” 

70 ASC 


- 


11 ASC 

- 

25 ASC 



_ 

5HT 

9 ASC 

8 ASC 

12-15 ASC 

_ 


- 

— 

11 ASC 

- 

12 ASC 

40 ASC 


_ 

— 

— 

12.5 ASC 

— 

19 

— 

- 

— 

— 

11.1 ASC 

— 

0 5 ASC 

— 

— 

— 

— 

7 0 ASC 

— 

— 

— 


Medium 

Medium 

Medium 

Large 

Small to Large 

Small 

Meaium 

3/16 

3/16 

3/16 

3/16 

3/16 

1/4 

3/15 

Medium 

Medium 

Medium 

Low 

Medium to Hign 

Hign 

Low 

Medium 

Medium 

Medium 

Medium 

Low to Medium 

Low 

Medium 

Hign 

Hign 

Hign 

Medium 

Low to Medium 

Medium 

Hign 

•Medium 

Medium 

Medium 

Meotum 

Medium 

Hign 

Medium 

Medium 

Medium 

Medium 

Hign 

Hign 

Low 

Medium 

400 

400 

400 

500 

500 

500 

500 

1450-1475 

1450-1475 

1450-1500 

— 

— 

— 

— 

650 

650 

650 

— 

— 

— 

— 

20 

20 

10 

34 

30-90 

3-30 

50 

Fair 

Fair 

Fair 

Excellent 

Excellent 

Poor 

Not Rec 

Fair 

Fair 

Fair 

Good 1 

Fair to Good 1 

Poor 

Fair 

Not See 

Not Bee 

Not Rec 

Not flee 

Not flee to Fair 

Poor-Good 

F3ir 

Fair 

Fur 

Fatr 

Not flee 

Not Rec 

Not flec-?oor 

Not Rec 

Fair 

Fair 

Fair 

Not Rec 

Not Rec 

Poor-Fair 

Fair 

Fair 

Fair 

Fair 

Fair 

Not flee to Fair 

Good 

Not flee 

Centniugai. investment. 

Centrifugal, investment. 

Centniugai. investment. 

Sand . centrifugal. 

Centnfuqal. continuous. 

Centrifugal, continuous. 

Centrifugal, cie. 

permanent mold. 

permanent mold. 

permanent mold. 

continuous, .n vestment 

die. nvestment. piaster 

die. nvesiment. piaster 

investment, permanent 

oiaster and oressure 

plaster, sand and 

plaster, sand and 

castings 

and sand castings 

and sand castings 

moid. piaster and sand 

castings 

pressure castings 

pressure castings 




castings 

Satetv tools, molds tor 

3earmqs, molds lor 

Molds tor plastic pans. 

Valves, flanges, pipe 

Hardware, plumbing 

Marine parts, arge valve 

Beannqs. gears. 

plastic pans. cams. 

plastic pans 

cams. Dusnmgs. 

fittings, plumomg 

supplies, iow pressure 

stems, cams. Searings. 

imoeiiers. roc'rer arms. 

Susnmgs. Peanngs. 


bearings, valves. pumo 

goods, water pump 

valves and lutings. 

nvo. cyl. parts. Susnmgs 

vaive stems, ctamps 

valves, pumo parts 


parts, sleeves 

impellers 

ornamental castings 




* 'XjHjme oasis m as-cast condition axceot to t oraciDitation n«reen»nq alloys **rocn are m fu#y hear treareo condition. * ASC * is sand cast: HT - neat treated. * Based on 1 00 »Cf •<•*« 
macninmg orass 9 For 58 to 400 F * For O S* extension under toed. Sine# oraztng is done wrttwn me not snort range o) aiiovs C 33600 and C3#a00. strain must oe avoided dunng 
Orazmg and coowtg. 9 t=or M to 212* tor jiiov C85200. n 3000 kg load. 


DftcsmPsr 199C WE 
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Copper Alloys— Cast 


C0A Alloy No. — 

C90300, C90S00. C91600 

C92200. C 92300 

C93200 

C9370O 

C94700 

COMPOSITION. % 

Cu88. 5n3-lOZn 
2-5. IMi 1-1.5 

Cu 87-3B. Sn 6-8. 
Zn 4-4,5. Pb 1.5 
C92200 only. Ni 1.0 

Cu33.?8 7,Sn 
7. Zn3 

Cu 80. Sn 10. 
PB 10 

Cu 88. Sn 5. 
Ni 5. Zn 2 

PHYSICAL PROPERTIES 

Oensiry (id/io 3 ) 

0 315-0 32 

0 312-0.317 

0 322 

032 

032 

Meitmg Temoeraturc Range (*?) 

1 5*0- 1887 

1518-1830 

1570-1790 

1403-1705 

1660-1880 

Thermal Con0ucavrtv.58*f(8hrtt/hr-rt i -f) — 

40.8-43 2 

40 2-43.2 

33 6 

27.1 

31 2 

Coefficient erf Thermal Expansion. 

68-572-F 

9-11 

10 

10* 

10.3 

It' 

Soeciltc Heai. 58-572*F i0tu/tb-r) 

009 

3.09 

009 

0.09 

009 

Electrical Conoucavity(%IACS) 

10-12 

l2-t43 

12 

10 

12 

MECHANICAL PROPERTIES' 

Tension MoouiuspO 4 psO 

14-16 

14 

14.5 

11 

15 

Tensile Strengtn (10 1 3S1) 

44-45 ASC 

40 ASC 

35 ASC 

35 ASC 

50 ASC. 35 HT 

Yield Strengtn no 1 psi) 

21-22 ASC 

20 ASC 

18 ASC 

18 ASC 

23 ASC. 50 HT 

Elongation m 2 ;n. t%) 

16-30 ASC 

25-30 ASC 

20 ASC 

20 ASC 

35 ASC. tO HT 

Hardness iSnneil.SOOKg) 

70-35 ASC 

55-70 ASC 

65 ASC 

50 ASC 

35 ASC. 

Comoresstve Strengtn ( ICH psi) 

0.001 m. set/m 

13 ASC 

— 

— 

13 ASC 

— 

0 01 m. set .‘d 

40 ASC* 

— 

— 

— 

— 

0.1 .n. set/in 

— 

35-38 ASC 

46 ASC 

47 ASC 

— 

Fangue Strengtn (IO^si) 

13 ASC* 

1 1 ASC’ 

16 ASC 

13 ASC 

14 ASC. 14 HT 

imoact Strengtn itt 10) 

Izod 

10 ASC* 

12 ASC" 

6 ASC 

5 ASC 

35 ASC. HO HT 

Charoy V-notch 

14 ASC* 

19 ASC 1 

— 

11 ASC 

— 

Creeo Strength. 0.1% in 10.000 hours (10 3 psi) 

350*F 

— 

16 ASC 1 

— 

10.4 ASC 

— 

«50‘F 

— 

11.2 ASC 1 

— 

7 4 ASC 

— 

S50*F 

- 

5 2 ASC 1 

- 

1 3 ASC 

- 

FABRICATION CHARACTERISITCS 
Casting Charactensitcs 
Effect o t Section Size on 
Soundness and 

Mecnanicai Prooenies 

Large 

Large 

Medium 

Small-Med 

Med.um 

Patternmaxers Shrinkage 

3/16 

3/18 

7/32 

1/8 

3/16 

Orossing 

Low 

Low 

Low 

Low 

Low 

Gassing 

Medium 

Medium 

Meoium 

Medium 

Medium 

Fluiaity 

Meo to Hiqn 

Medium 

Meoium 

Hign 

Meoium 

Shnnkage 

Low to Meoium 

Low 

Low 

LOW 

Medium 

Casting Yield 

Meoium 

Medium 

Hign 

Hign 

Medium 

Thermal Treatments 

Stress Reher’emoi'E) 

500 

500 

500 

500 

5C0 

Sol Heat Treat Temo t*F) 

— 

— 

_ 

_ 

1450 

Aging Temo >®P) 

— 

— 

— 

— 

500 

Macnmaoiiity moex* 

20-30 

42 

70 

30 

30 ASC. 30 HT 

joining 

Soldering 

Excellent 

Excellent 

Excellent 

Good 

Excellent 

Brazing 

Good 1 

Good to Exec 1 

Good' 

Good 1 

Excellent' 

Oiyacetylene Welding 

Fair 

NotRec 

Not Rec 

Not Rec 

Fair 

Car oon Arc Welding 

Fair 

Not Rec 

Not Rec 

Not Rec 

NotRec 

Gas Shielded Arc Welding 

Fair 

NotRec 

Not Rec 

NotRec 

Good 

Coated Metai Arc Weidmg 

Fair 

Not Rec 

Not Rec 

NotRec 

Good 

AVAILABLE FORMS 

Centrifugal continuous, 
investment, permanent 
mold, master and sand 
castings 

Ceninfugal continuous, 
investment, permanent 
mold, piaster and sand 
castings 

Centrifugal, continuous, permanent mold and 
sano castings 

Centrifugal, 
continuous, 
investment, permanent 
mold and sand 
casunqs 

USES 

Gears. beanngs. bush- 

Vaives. pme liftings. 

General utility bearings 

Bearings lor hiqn 

Valve stems and bod- 


mgs. moeilers. steam 
fittings, seal rings, 
naive comoonents 

hign oressure steam 
castings 

and busmngs 

soeed and pressures, 
pumps, mpeilers. 
pressure tight castings 

tea. bearings, wear 
guides, smtt forks, 
feeding mecnamsms. 
circuit breaker pans, 
gears, piston cylinders, 
nozzles 


3*vs <n as-cast canoition •xceot for D'aooitanon naroenioq joovs wnicn ar« r tvjttv n«jt treated conation. a ASC - as sand casr HT - neat treated. : Sased on 100 ‘or ‘ree cutting 
Srass. J Onty Alloy C 30300 'Only Alloy COO SCO ’ 3-nc* Wiring is done Witrvn ailov s not snort range, strain must oe avoided during wazinq and cooling. ’Only alloy C32200 ’’Only aitcy 
C 323 00. 58 to 21 2 F 58 to 392 F. 


92 I ME ^ December 1990 
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Copper Alloys — Cast 


COA Alloy No. - 

CMOS 

C9S2M.C9S3Q0 
C9S480. C95506 

C96200 

C96400 

C97300. C974Q0 
C97800, C97800 

C99300 

COMPOSITION. \ 

Cu87.Sn5.MS. 
Zn 2.5 max 

Cu 81-68. Al 9*11. 
Ft1-4,M4(C9550Q 
only) 

Cu 69. 1-88.6. M 
10-30. Mn 1.5 max. 
FeO.9-1.4 

Cu 55-66. $n 2-5 
Ph2-I0.M12-2S 
Fa 1.5 max. 

Mn 0.5-1. 0.ZnM 

Cu 71.8, Nil 5 
Al 11. Co 1.5 
Fe0.7 

PHYSICAL PROPERTIES 

Density (lb/m J ) 

0.32 

0.269-0_276 

0.323 

0.32-0.321 


Melting Temperature Rang# (*P) 

1660-1880 

1880-1930 

2010-2250 

1850-2156 


Thermal Conductivity. 58*F (Bhrtt/hN^-F) .... 
Coettioent ol Thermal Expansion. 

22.3 

24.2-38.3 

17-25 

13-16.5 

25 

5U-572*F(IO-*in/in/F) 

tt 

9 

9-9.5 

9-9.7* 

92* 

Specific Heat. 58-572*F iBtu/ib-f ) 

0.09 

0.09-0.1 

0.09 

0.09 


Electncal Conductivity (MACS) 

12 

8.5-13 

5-11 

45-5.7 

9 


MECHANICAL PROPERTIES® 


Tension Modulus (10* psi) 

15 

15-16 

18-21 

16-19 


Tensile Strength'll 0 J psi) 

50 ASC. 50 HT 

75-100 ASC 

4S-68ASC 

35-55 ASC 

95 ASC 

Yield Strength (10* psi) 

23 ASC. 30 HT 

27-44 ASC. 42-68 HT 

25--37ASC 

17-30 ASC 

55 ASC 

Elongation m 2 in. (%) 

35 ASC. 8 HT 

12-35 ASC. 8-15 HT 

20’-28 ASC 

16-20 ASC 

2 ASC 

Hardness (Smelt. 500kg) 

80 ASC. 120 HT 

125-195 ASC" 

140 ASC" 

55-80 ASC 

200 ASC" 

Compressive Strength (10 3 psi) 






0.001 m. set/m 

— 

20-27 ACS 

_ 

_ 


0.01 m. set/tn 

— 

— 

_ 

30 ASC 

_ 

0.1 in. set/tn 

— 

70-120 ASC 

37 ASC 

57 ASC 


Fatigue Strength (ID 1 psi) 

12 ASC. 12 HT 

22 ASC 

13-18 ASC 

15.5 ASC 


Impact Strength (tt-lb) 






Hod 

— 

35 ASC* 

_ 

_ 

_ 

Charpy V-noteh 

— 

30 ASC* 

78-100 ASC 

11 

4 

Creep Strength. 0 1% « tO.QOO nours (10 3 psi) 






350*F 

— 

7.4-10.5 ASC 

_ 

_ 

_ 

450*F 

— 

4.4-55 ASC* 

_ 

32.5 

_ 

550*F 

- 

2. 4- 2.9 ASC" 

- 

22.2 

- 

FABRICATION CHARACTERISTICS 






Casting Charactenstics 






Elfect o< Section Sire on 






Soundness and 






Mechanical Properties 

Medium 

Small 

Small 

Medium 

Small 

Patternmakers Shnnitage 

3/16 

3/16-1/4 

3/16-7/32 

1/8-3/16 

3/16 

Crossing 

Low 

High 

Low to Medium 

Medium to High 

Hign 

Gassing 

Medium 

Medium 

High 

Medium to High 

Medium 

Fluidity 

Medium 

Medium 

Hign 

Hign 

Medium 

Shrinkage 

Medium 

High 

Hign 

Medium 

High 

Casting Yield 

Medium 

Low 

Low 

Medium 

Low 

Thermal Treatments 






Stress Relief Temp (*F) 

500 

600 

— 

500 

950 

Sol Heat Treat Temp fF) 

— 

1610-1650 

— 

_ 

_ 

Aging Temoff) 

600 

1200 

— 

— 

— 

Michmability Index* 

50 ASC. 40 HT 

50-60 

10-20 

60-70 

20 

Joining 






Soidenng 

Excellent 

Good 

Excellent 

Excellent 

NotRec 

Brazing 

Good* 

Fair To Good 

Excellent 

Excellent 

Good 

Oxyacetyiene Welding 

Not Rec 

NoiRec 

NotRec 

Not Rec 

NotRec 

Carbon Arc Welding 

NotRec 

Faff 

NotRec 

NotRec 

Poor 

Gas Shielded Arc Wew*ig 

Not Rec 

GoodtoExc 

Fair to Good 1 

NotRec 

Good 

Coated Metai Arc Wetdmg 

NotRec 

Good 

Good* 

NotRec 

Good 

AVAILABLE FORMS 

Permanent mold and 

Centrifugal, continuous. 

Centrifugal, sand. 

Sand, investment 

Continuous and sand 


sand castings 

investment, permanent 

continuous castings 

centrifugal and 

castings 



mold, plaster and sand 


permanent mold 




castings 


castings 


USES 

Structural parts. gear 

Acd res pumps, pickling 

Sea water resistant 

Hardware fittings. 

Glass making molds. 


components, motion 

baskets, gears, marine 

components 

manne parts, valves. 

plate glass rolls, manne 


translation devices. 

equipment, valve guides 


valve seats, ornamental 

hardware 


machinery parts. 

and seats, pump rods 


castings 



twarmgs 






* volume oasis >n as-cast conoiten atceot tor pr •donation naraemng alloys wnicn ara « fully neat treated conamon 9 ASC - as sand cast; HT - neat treated c Based on 1 0O lor tree 
cutting orass. 4 Brazing is done vmtnin alloy's Mol snort range: strain must tie avoided during brazing and cooling. * Only alloy C9S200. 500 F 3 700 F "MOF. ' Minimum. 'Filter 

meiai R Co Ni or E Cj Mi. * Por 58- 300 F For 58- 1020 F m For 3000 kg toad 


DecemDerl990 . ME - 93 
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Al Shalieed 'Brass... A history of tradition, dedicated to e^eedence 

To keep Al Shaheed Brass in the forefront of the brass industry, a highly diversified team of experts works on blending cutting- 
edge engineering with a technology-driven factory of the future to produce the highest-quality strip products. Precision rolling 
mills, backed by the latest in Statistical Process Control (SPC) systems, are utilized to produce a complete line of brass and 
copper products. Al Shaheed Brass produces the highest-quality strip in various gauges, widths and tempers according 
to each customer’s specifications. 

Alloys Designation 


$er. 

Alloy 

Specification 

Chemical Composition 

Cu 

Zn 

Other Elements 

1 . 

Sf-Cu 

DIN 

1787 

99.90 

... 

P= 0.015-0.040 

2, 

Cu Zn 10 


89.0-91.0 



3. 

Cu Zn 28 


71.0-73.0 


0.43 Max. 

4. 

Cu Zn 30 

DIN 

69.0-71.0 

Rest 


5. 

Cu Zn 33 

17660 

66.0-68.5 



6. 

Cu Zn 37 


62.0-65.0 


0.74 Max. 

7. 

Cu Zn 40 


59.0-61.5 


1.26 Max. 


Dimensions and Physical Properties jlij 


Ser. 

Shape of 

Physical 

Dimensions (mm) 

Product 

Properties 

i 

Thickness 

Width 

Length/Coil ID 

1 . 

Sheets 


1-4 

65-650 

1000-3000 

2 

Slabs 

DIN- 

10-24 Cold Rolled 
24-38 n Hot 
38-100 -1 Rolled 

650-670 

1000-4000 

3. 

Strips In Coil 

17670 

. j. Cold 

1 Rolled 

65-650 

400 ID 

4. 

Thin Strips In Coils 


0.07-2.5 For Cu 
0.1 -2.5 For Br 

10-325 

0.07-0.25 100 ID 
0.25-1.30 200 ID 
0.56-2.50 400 ID 


P.O. BOX 93 ANSAR. FALLUJA. AMERIA. IRAQ 
TEL 964 8879402 TLX 943 21 61 24 (SHFA IK) FAX 964 8879409 
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Af S/ui/uicd '.Brass... 5\ history of tradition, dedicated to e^cefUnce 

Al Shaheed Brass offers brass and copper rod in straight lengths and a variety of alloys and sizes to meet each of 
its customer's requirements. Efficient production methods and an uncompromising knowledge and expertise permit 
Al Shaheed Brass to be very competitive in a world marketplace in terms of this commodity. 

Alloys Designation £ y\ 


Ser. 

Alloy 

Specification 

Chemical Composition 



Cu 

Zn 

Pb 

Other Elements 

■ 

Sf-Cu 

DIN 

17X7 


n 

... 



Cu Zn 30 


69.0-71.0 


... 

0.43 Max. 


Cu Zn 37 

DIN 

62.0-64.0 


... 

0.74 Max. 



17660 



mi 

1.0 Max. 

■ 






1 .0 Max. 

n 

CD A 300 

A STM B-16 

60.0-63.0 


2. 5 -3. 7 

Fe 0.35 Max. 
Rest 0.50 Max. 


Dimensions and Physical Properties aU/ii 



Shape of 

Phvsieal 


Ser. 

Product 

Properties 

Diameter (mm) 


Round 



1 . 

Rod 

DIN 

Drawn 8-32mm acc 1756 
Extruded 14- 125mm acc 1782 


Hexagonal 

17672 

Drawn 10-46mmacc 1763 

"■ 

Rod 

i 


Extruded 14-48mm acc 1782 


Packing: Length: - sizes 8-32mm - 2-3.7 meters +/-1 inch 

- bundles and cases about 500kg each sizes 33-48mm - 2-3 meters +/-1 inch 

(sizes up to 10mm in cases, over 10mm in bundles) s * zes over 48mm 1-2 meters 


PO. BOX 93 ANBAR, FALLUJA. AMERIA. IRAQ 
TEL 964 88794C2 TLX 943 21 6 1 24 (SHFA IK) FAX 964 8879409 
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AX Shaheed Brass... A History of tradition, dedicated to e^ceCCence 

Billets are produced at the Al Shaheed Brass state-of-the-art facility. The billet product line conforms to the highest standards 
of surface quality and internal soundness. Specially instrumented equipment permits maximum control of chemistry. This 
type of high-quality casting will maximize your rod and tube mill yields. 

Alloys Designation £>>' 


Ser. 

Alloy 

Specification 

Chemical Composition 



Cu 

Zn 

Pb 

Other Elements 

1. 

Sf-Cu 

DIN ITS 7 

99.90 

... 

... 

P= 0.015-0.040 

2, 

Cu Zn 30 


69.0-71.0 



0.43 Max. 

3. 

Cu Zn 37 

DIN 

62.0-64.0 


... 

0.74 Max. 

4. 

Cu Zn 39 Pb2 

1 7660 

58.5-59.8 

Rest 

1. 5-2.5 

1.0 Max. 

5. 

Cu Zn 39 Pb3 


57.0-59.0 


2. 5-3. 5 

1.0 Max. 

6. 

CDA 360 

ASTM B-16 

60.0-63.0 


2.5-3. 7 

Fe 0.35 Max. 
Rest 0.50 Max. 


Dimensions and Physical Properties i 


Ser. 

Shape of 
Product 

Physical 

Properties 

Dimensions (mm) 

Diameter 

Tolerance 

Length 

Tolerance 

1 . 

Billets 

As Cast 

155 +2/ -5 

180 +3/ -8 

210 +4/-10 

300-400 +8 / -0 

401-4000 +12/ -0 


P.O. BOX 93 ANBAR, FALLUJA, AMERIA. IRAQ 
TEL 964 8879402 TLX 943 216124 (SHFA IK) FAX 964 8879409 
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A C Shaheed 'Brass... A history of tradition, dedicated to ei(ceCCence 

High-quality brass and copper cakes are produced at the A I Shaheed Brass facility utilizing a variety of specialized state-of- 
the-art equipment This product line conforms to the highest standards of surface quality and internal soundness. Sophisticated 
laboratory equipment permits maximum control of chemistry. This type of high-quality casting will maximize your sheet 
mill yields. 

Alloys Designation dSLJ\ 


Ser. 

Alloy 

Specification 

Chemical Composition 



Cu 

Zn 

Other Elements 

1 . 

Cu Zn 28 


71.0-73.0 



2. 

Cu Zn 30 

DIN 

69.0-71.0 


0.43 Max. 

3. 

Cu Zn 33 

17660 

66.0-68.0 

Rest 


4. 

Cu Zn 37 


62.0-64.0 


0.74 Max. 

5. 

Cu Zn 40 


59.5-61.5 


1.26 Max. 


Dimensions and Physical Properties 


Ser. 

Physical 

Properties 

Shape of 
Product 

Dimensions (mm) 

Thickness 

Width 

Length 

' 

Cakes 

As Cast 

145 

670 

3000-6000 


P.O. BOX 93 ANBAR. FALLUJA. AMERIA. IRAQ 
TEL 964 8879402 TLX 943 21 61 24 (SHFA IK) FAX 964 8879409 
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At Shaheed Brass... A history of tradition, dedicated to excellence 

The A1 Shaheed Refinery generates brass ingots of various copper content to meet each customer’s raw material needs. The 
state- of- the* art A1 Shaheed Brass Refinery utilizes a process to produce raw material without impurities or contamination. 
Al Shaheed’s ingots are backed by certified analysis to assure the product is of the highest quality. Ingots are cast 
according to each individual customer’s material specifications. 


BRASS INGOTS 

Alloys Designation dML-ft 


Alloy Specifications - 

Per DIN, ASTM, BS, SIS standards or according to 
customer requirements 


Impurities - 

Will be within the above specified standards 


Dimensions and Physical Properties 


Size - 

(mm) 290 x 130 x 80 


Weight - 
25 kg 

Suitable for casting in Brass Strip, Rod or Tube 


P.O. BOX 93 ANBAR, FALLUJA. AMERIA. IRAQ 
TEL 964 3879402 TLX 943 21 61 24 (SHFA IK) FAX 964 8879409 
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5\L Shaheed Brass... SI History of tradition, dedicated to exceCCence 

The Al Shaheed Brass engineers and support personnel are carrying out their commitment to the future - by producing 
products of the highest quality standards. This comprehensive, fully equipped facility produces pipes and tubes in 
straight lengths, which are available in a variety of alloys and sizes. 


Alloys Designation £]> » 


Ser. 

Alloy 

Specification 

Chemical Composition 

Cu 

Zn 

Ni 

Other Elements 

1 . 

Sf-Cu 

DIN 

1787 

99.90 

... 

... 

P= 0.015-0.040 

2 

CuNi5 

DIN 

17664 

Rest 

... 

4.0-6.0 

0.1 Max. 

3. 

Cu Zn 30 

DIN 

17660 

69.0-71.0 

Rest 

... 

0.43 Max. 

4. 

Cu Zn 37 

62.0-64.0 

0.74 Max. 


Dimensions and Physical Properties 


Ser. 

Shape of 
Product 

Physical 

Properties 

Dimensions (mm) 

Outside Diameter 

Thickness 

n 

Pipes and 
Tubes 

DIN 

17671 

20-185 

2-20 


P.O. BOX 93 ANBAR. FALLUJA. AMERIA, IRAQ 
TEL 964 8879402 TLX 943 216124 <SHFA IK) FAX 964 8879409 
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At Shaheed Brass... A history of tradition, dedicated to e^cdCence 

A full complement of special shapes are available from the Al Shaheed Brass facility to meet the specialized needs of each 
customer. Precision machinery capable of meeting the most intricate and exacting designs are employed to fulfill the 
customer’s needs. 

Alloys Designation dL'LJI 


Ser. 

Alloys 

Specification 

Chemical Composition 



Cu 

Ni 

Other Elements 

1. 

Sf-Cu 

DIN 

1787 

99.90 

... 

P= 0.015-0.040 

2. 

Co No 

DIN 

17664 

Rest 

4.0-6.0 

0.1 Max. 


Dimensions and Physical Properties 


Ser. 

Shape of 
Product 

Physical 

Properties 

Dimensions (mm) 




PM; PM 119; PM 110 (For Cu) 

1 . 

Profile 

DIN 

PI 4; PI 5; PI 10; PI 11 (ForCuNi5) 



17672 

(Special dimensions for the driving 
bands for heavy artillery) 


P O. BOX 93 ANBAR. FALLUJA, AMERIA, IRAQ 
TEL 964 3879402 TLX 943 216124 (SHFA IK) FAX 964 8879409 
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At Shafieed Brass... A history of tradition, dedicated to e^cetUnce 

Backed by uncompromising knowledge and expertise, A1 Shaheed Brass produces both copper and brass wire in coils. This 
product line is made with a timeless dedication to detail that meets the industry’s most exacting standards. Quality wire 
products complement the Al Shaheed product line and are offered in a wide variety of sizes and alloys as directed by each 
customer’s requirements. 

Alloys Designation dlSUJi 


Ser. 

Alloy 

Specification 

Chemical Composition 



Cu 

Zn 

— 

Pb 

Other Elements 

1. 

E - Cu 58 

DIN 

1787 

99.90 

- 

... 

... 

2 

Cu Zn 39 Pbl 

DIN 

59.5-61.5 

Rest 

1. 0-2.0 

0.96 Max. 

H 


17660 




0.97 Max. 


Dimensions and Physical Properties aWii 



Shape of 

Physical 


Ser. 

Product 

Properties 

Diameter (mm) 



DIN 40500 
(For Copper) 

0.69-3.5 For Copper On Spools. Soft 

1. 

Wires 

DIN 17677 
(For Brass) 

5-12 For Brass On Coils 40-50kg 




Half Hard And Hard 


P.O. BOX 93 ANBAR, FALLUJA. AMERIA. IRAQ 
TEL 964 8879402 TLX 943 21 61 24 (SHFA IK) FAX 964 8879409 
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C\L Shaheed 'Brass... A history of tradition, dedicated to e?(cettence 

A1 Shaheed Brass produces a wide range of products that includes Lead/ Antimony Wire to fill a specialized industry need. 
This alloy is backed by AJ Shaheed's strict quality assurance program. A wide variety of sizes of Lead/ Antimony Wires are 
produced at AI Shaheed's comprehensive and fully equipped facility. 

Alloys Designation 



Alloy 

Specification 

Chemical Composition 

Pb 

Sb 

Other Elements 

I 

PbSb 10 

Pb 

90% 

89.0-91.0 

9.0-10.0 

0.2 Max 

B 

Pb Sb 2.5 

Pb 

97.5% 

97.0-98.0 

2.0-3.0 

B 

Pb Sb 2 

Pb 

98% 

97.8-98.2 

1. 8-2.2 

4. 

Pb 

Pb 

99.90 

... 

0.01 Max. 


Dimensions and Physical Properties 


Ser. 

Shape of 
Product 

Physical 

Properties 

Diameter (mm) 

■ 

Wires 

Density 



and 

10.5-11*2 

5.9-10.1 

i 

Ingots 

gm/cm- 3 



P.O. BOX 93 ANBAR. FALLUJA, AMERIA. IRAQ 
TEL 964 8879402 TLX 943 21 6 124 (SHFA IK) FAX 964 8879409 
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TREASURY NEWS 



Dapartnrent off tho Treasury • Washington, D.c. • Telephone 560-2041 


FOR IMMEDIATE RELEASE 
April 1, 1991 


Contact: Barbara Clay 

202-566-5252 


PRESS RELEASE 


JOHN E. ROBSON 

DEPUTY SECRETARY OF THE TREASURY 
APRIL 1, 1991 

Today the Treasury Department is revealing the names of 89 
businesses and individuals determined to be agents and front 
companies in Iraq's arms procurement and financial network. 

While this action may lack the spectacular drama of 
Operation Desert Storm, it represents an important companion 
effort by the United States to bring stability to the region, it 
will disrupt the ability of Saddam Hussein or a successor to 
employ this network to rebuild Iraq's military capacity or to 
divert funds that rightfully belong to the Iraqi people for other 
nefarious purposes or personal gain. 

The events that culminated in Iraq's invasion of Kuwait last 
August 2nd began long before. 

For over the last decade, Saddam strengthened the sinews of 
his war machine through a sophisticated network of front 
companies and agents. Through it he got weapons, spare parts, 
machine tools, and raw materials necessary to sustain his 
militarized state. And through it he may have hidden away ill- 
gotten fruits of embezzlements from the Iraqi people. We want 
the network exposed. And we want it neutralized. 

By declaring these front companies and agents to be 
Specially Designated Nationals of Iraq, we are putting the world 
on notice that when you deal with them, you're dealing with 
Saddam. And exposure of the network may also assist the allied 
nations in discovering hidden wealth that could be used to pay 
part of Iraq's war reparations. 

I should point out, however, that despite considerable 
speculation, neithef we nor anyone else knows the specific dollar 
amount of hidden assets. As the investigation of this network's 
operations goes forward we hope to learn more. But at this point 
it is inappropriate for us to speculate about the amount of 
assets that may have been diverted. 

Treasury's action today places these companies and 
individuals under the trade embargo and asset freeze that 
President Bush imposed following the invasion of Kuwait. This 


NB-1205 
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means that they are cut off from their financial assets and 
business relations within our jurisdiction and that their ability 
to serve Saddam is disrupted. 

Months of hard investigative work under the leadership of 
Treasury's Office of Foreign Assets Control went into producing 
this information. But the job is not finished. And I want to 
emphasize that the fact that a name or a company isn't on this 
list does not imply the U.S. Government's seal of approval. We 
have many more cases under investigation. 

Throughout the embargo we've worked closely with our allies. 
We are asking them to join us in this effort by taking similar 
steps to expose and neutralize Saddam's known agents and front 
companies in their jurisdictions. Worldwide cooperation will 
help eliminate this network. 

Thank you. 
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TREASURY NEWS 

)apartmmt of Cho Treasury • Washington, o.c. • Telephone sec-204i 



EMBARGOED FOR RELEASE AT 1:00 PM 
April 1, 1991 


CONTACT: Barbara Clay 

202-566-5252 


TREASURY NAMES IRAQ'S AGENTS 


The Treasury Department today identified 52 businesses and 37 
individuals worldwide as front companies and agents of Iraq. The 
action is part of an ongoing investigation by Treasury of Iraq's 
worldwide arms and financial complex. 

In announcing the action. Treasury Deputy Secretary Robson said, 
"Exposing these companies and individuals strikes a blow at 
Iraq's subterranean network in the world of arms trading and 
clandestine financial operations." 

As a result of today's action by the Treasury's Office of Foreign 
Assets Control (OFAC) , the companies and individuals are now 
considered "Specially Designated Nationals", or agents of the 
Government of Iraq, bringing them under the existing embargo and 
asset freeze put in place by President Bush against Iraq. All 
transactions with them under U.S. jurisdiction are prohibited 
unless licensed by the Treasury Department. 

In addition, Treasury today named 160 Iraqi-owned or controlled 
merchant ships. These ships are now subject to embargo 
provisions that prohibit their use by U.S. businesses and 
individuals . 

Doing business with an Iraqi specially designated national is 
equivalent to doing business with the Government of Iraq, which 
carries criminal penalties of up to $1 million per violation for 
both corporations and individuals, as well as prison sentences of 
up to 12 years for individuals. Civil penalties of up to 
$250,000 may be imposed administratively. 

OFAC has established a special Iraqi assets telephone hotline 
through which anyone with information on companies or individuals 
holding Iraqi assets, or acting on behalf of Iraq may report that 
information to OFAC. All calls will be kept confidential. The 
number is 202-566-6045. 


oOo 
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DEPARTMENT OF THE TREASURY 


4310-25 ~M 


Office of Foreign Assets Control 


31 CFR Part 575 


Stoetod hi the Otftoe 
o 1 1 fee 


Iraqi Sanctions Regulations 



AGENCY: Office of Foreign Assets Control, Department of the 

Treasury. 


ACTION: Final Rule; List of Specially Designated Nationals of 

the Government of Iraq? List of Vessels Registered, Owned or 
Controlled by the Government of Iraq. 


SUMMARY: The Iraqi Sanctions Regulations (the "Regulations") are 

being amended to add a new Appendix A and a new Appendix B to the 
end thereof. Appendix A contains the list of Individuals and 
Organizations Determined to be Within the Term "Government of 
Iraq" (Specially Designated Nationals of Iraq) . The list at 
Appendix A contains the names of companies and individuals which 
the Director of the Office of Foreign Assets Control has 
determined are acting or purporting to act directly or indirectly 
on behalf of the Government of Iraq. Appendix B contains the 
names of merchant vessels registered, owned, or controlled by the 
Government of Iraq. These lists may be expanded or amended at 
any time . 
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EFFECTIVE DATE: [this rule is effective upon publication] 

ADDRESS: Copies of these lists are available upon request at the 

following location: Office of Foreign Assets Control, U.S. 

Department of the Treasury, Annex, 1500 Pennsylvania Avenue, 

N.W., Washington, D.C. 20220. 

FOR FURTHER INFORMATION CONTACT: Richard J. Hollas, Chief, 

Enforcement Section, Office of Foreign Assets Control, Tel.: 

(202) 566-5021. 

SUPPLEMENTARY INFORMATION: The Iraqi Sanctions Regulations, 31 

C.F.R. Part 575 (56 FR 2112, Jan. 18, 1991, the "Regulations") 
were issued by the Treasury Department to implement Executive 
Orders No. 12722 and 12724 of August 2 and August 9, 1990, in 
which the President declared a national emergency with respect to 
Iraq, invoking the authority, inter alia , of the International 
Emergency Economic Powers Act (50 U.S. C. 1701 et seq. ) and the 
United Nations Participation Act (22 U.S.C. 287c), and ordered 
specific measures against the Government of Iraq. 

Section 575.306 of the Regulations defines the term 
"Government of Iraq" to include: 

(a) The state and the Government of Iraq, as well as any 
political subdivision, agency, or instrumentality thereof, 
including the Central Bank of Iraq? 
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(b) Any partnership, association, corporation, or other 
organization substantially owned or controlled by the 
foregoing ; 

(c) Any person to the extent that such person is, or has 
been, or to the extent that there is reasonable cause to 
believe that such person is, or has been, since the 
effective date, acting or purporting to act directly or 
indirectly on behalf of any of the foregoing? and 

(d) Any other person or organization determined by the 
Director of the Office of Foreign Assets Control to be 
included within this section. 

Determinations that persons fall within this definition are 
effective upon the date of determination by the Director, Office 
of Foreign Assets Control ("FAC")- Public notice is effective 
upon the date of publication or upon actual notice, whichever is 
sooner. 

This rule adds Appendix A to Part 575 to provide public 
notice of a list of persons, known as M specially designated 
nationals 11 of the Government of Iraq. The list consists of 
companies and individuals whom the Director of the Office of 
Foreign Assets Control has determined to be owned or controlled 
by or to be acting or purporting to act directly or indirectly on 
behalf of the Government of Iraq, and thus fall within the 
definition of the "Government of Iraq" contained in section 
575.306 of the Regulations. The persons included in Appendix A 
are subject to all prohibitions applicable to other components of 



212 


- 4 - 

the Government of Iraq. All unlicensed transactions with such 
persons, or in property in which they have an interest, are 
prohibited . 

The list of specially designated nationals is a partial one, 
since FAC may not be aware of all the persons located outside 
Iraq that might be owned or controlled by the Government of Iraq 
or acting as agents or front organizations for Iraq, and which 
thus qualify as specially designated nationals of the Government 
of Iraq. Therefore, persons engaging in transactions may not 
rely on the fact that any particular person is not on the 
specially designated nationals list as evidence that it is not 
owned or controlled by, or acting or purporting to act directly 
or indirectly on behalf of, the Government of Iraq. The Treasury 
Department regards it as incumbent upon all U.S. persons to take 
reasonable steps to ascertain for themselves whether persons they 
enter into transactions with are owned or controlled by the 
Government of Iraq or are acting or purporting to act on its 
behalf, or on behalf of other countries subject to blocking (at 
present, Cambodia, Cuba, Libya, North Korea, and Vietnam). 

This rule also adds Appendix B to Part 575 to provide public 
notice of a list of merchant vessels which the Director of the 
Office of Foreign Assets Control has determined to be registered, 
owned, or controlled by the Government of Iraq or by persons 
acting or purporting to act directly or indirectly on behalf of 
the Government of Iraq, pursuant to section 575.306 of the 
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Regulations. The merchant vessels included in Appendix B 
constitute blocked property in which the Government of Iraq has 
an interest, and are subject to all the prohibitions applicable 
to the Government of Iraq. No U.S. person may engage in any 
unlicensed transaction involving these vessels. 

The list of Government of Iraq-flagged, owned, or controlled 
vessels is a partial one, since FAC may not be aware of all 
merchant ships registered, owned, or controlled by the Government 
of Iraq or by persons located outside Iraq that may be acting as 
agents or front organizations for Iraq who fall within the 
definition of "Government of Iraq." Therefore, persons engaging 
in transactions may not rely on the fact that any particular 
vessel is not on the list as evidence that it is not owned or 
controlled by the Government of Iraq. The Treasury Department 
regards it as incumbent upon all U.S. persons to take reasonable 
steps to ascertain for themselves whether such vessels are 
registered, owned, or controlled by Iraq or by other countries 
subject to blocking or transportation-related restrictions (at 
present, Cambodia, Cuba, Libya, North Korea, and Vietnam) . 

Section 586E of the Iraq Sanctions Act of 1990, contained in 
the Foreign Operations Authorization and Appropriations Act of 
1990, dated November 5, 1990, 104 Stat. 1979, provides for civil 
penalties not to exceed $250,000 for violations of the 
Regulations and fines of up to $1,000,000 and imprisonment: for up 
to 12 years for willful violations of the Regulations. In 


41-738 - 91 - 8 
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addition, Section 5(b) of the United Nations Participation Act cf 
1545 (22 U.S.C. 287c (b) ) provides for the forfeiture of any 
property involved in a violation of the Regulations. 


1. The authority citation for Part 575 continues to read as 

follows: 50 U.S.C. 1701 et seer . ; 50 U.S.C. 1601 et seq . ; 22 

U.S.C. 287c; Pub. L. 101-513, 104 Stat. 2047-55 (Nov. 5, 1990); 

3 U.S.C. 301; E.O. 12722, 55 FR 31803 (Aug. 3, 1990); E.O. 12724, 
55 FR 33089 (Aug. 13, 1990). 

2. Appendices A and B to Part 575 — APPENDIX A TO PART 575- 
INDIVIDUALS AND ORGANIZATIONS DETERMINED TO BE WITHIN THE TERM 
"GOVERNMENT OF IRAQ” (SPECIALLY DESIGNATED NATIONALS OF IRAQ) ; 
APPENDIX B TO PART 575— MERCHANT VESSELS REGISTERED, OWNED, OR 
CONTROLLED BY THE GOVERNMENT OF IRAQ OR BY PERSONS ACTING 
DIRECTLY OR INDIRECTLY ON BEHALF OF THE GOVERNMENT OF IRAQ — 


are added to read as follows: 
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APPENDIX A 

INDIVIDUALS AND ORGANIZATIONS 
DETERMINED TO BE SPECIALLY DESIGNATED NATIONALS 
OF THE GOVERNMENT OF IRAQ 


Please note that addresses of companies and persons may 
change. The addresses listed below are the last ones known 
to the Office of Foreign Assets Control. Where an address 
is not listed or someone wishes to check for latest address 
information, the Office of Foreign Assets Control will 
assist with any updated information in its possession. 


COMPANIES 


1 . ADMINCHECK LIMITED 

1 Old Burlington Street 
London, England 
United Kingdom 

2. ADVANCED ELECTRONICS DEVELOPMENT, LTD. 

3 Mandeville Place 

London, England 
United Kingdom 

3. AL-ARABI TRADING COMPANY LIMITED 
Lane 11, Hai Babil 

Baghdad District 929 
Iraq- 

4. AL-RAFIDAIN SHIPPING COMPANY 
Bombay 

India 

5. THE ARAB PETROLEUM ENGINEERING COMPANY LTD. 
Amman 

Jordan 

6. ARAB PROJECTS COMPANY S.A. LTD. 

P.O. Box 1318 

Amman 

Jordan 

P.O. Box 7939 

Beirut 

Lebanon 

P.O. Box 1972 
Riyadh 
Saudi Arabia 
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7. ARAB TRANS TRADE CO. S.A.E. 

36, Kaft Abdou Street 
Rouchdy, Alexandria 481 638 
Egypt 

3. ARCHI CENTRE I.C.E. LIMITED 
3 Mandeville Place 
London, England 
United Kingdom 

9 . ARCHICONSULT LIMITED 
128 Buckingham Place 
London 5, England 
United Kingdom 

10. ASSOCIATED ENGINEERS 
England 

United Kingdom 

11. A.T.E. INTERNATIONAL LTD. 

f/k/a RWR INTERNATIONAL COMMODITIES 
3 Mandeville Place 
London, England 
United Kingdom 

12. ATLAS AIR CONDITIONING COMPANY LIMITED 
55 Roebuck House 

Palace Street 
London, England 
United Kingdom 

13. ATLAS EQUIPMENT COMPANY LIMITED 
55 Roebuck House 

Palace Street 
London, England 
United Kingdom 

14. A.W.A. ENGINEERING LIMITED 
3 Mandeville Place 
London, England 

United Kingdom 

15. BANCO BRAS I LE I RO - IRAQU I ANO S.A. 

Praca Pio X, 54-10o Andar 

CEP 20091, Rio de Janeiro 

Brazil (Head office and city branch) 

16. BAY INDUSTRIES, INC. 

10100 Santa Monica Boulevard 
Santa Monica, California 
United States 
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17. DOMINION INTERNATIONAL 
England 

United Kingdom 

13. ENDSHIRE EXPORT MARKETING 
England 

United Kingdom 

19. EUROMAC , LTD. 

4 Bishops Avenue 
Northwood , Middlesex 
England 

United Kingdom 

20. EUROMAC EUROPEAN MANUFACTURER CENTER SRL 
Via Ampere 5 

20052 Monza 
Italy 

21. EUROMAC TRANSPORTI INTERNATIONAL SRL 
Via Ampere 5 

20052 Monza 
Italy 

22. FALCON SYSTEMS 
England 

United Kingdom 

23. GEODESIGNS 
England 

United Kingdom 

24. INVESTACAST PRECISION CASTINGS , LTD. 

112 City Road 

London, England 
United Kingdom 

25. I.P.C. INTERNATIONAL LIMITED 
England 

United Kingdom 

26. I.P.C. MARKETING LIMITED 
England 

United Kingdom 

27. IRAQI AIRWAYS 

Saddam International Airport 

Baghdad 

Iraq 

Opernring 6, 1010 Wien 

Vienna 

Austria 
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General Service Agent 
Bangladeshi-owned Travel Agency 
Dhaka 

Bangladesh 

Rio de Janeiro 
Brazil 

Jianguomenwai Diplomatic Housing Compound 
Building 7-1, 5th Floor, Apartment 4 
Beijing 

People's Republic of China 

Prague Airport 
Prague 

Czechoslovakia 

Nekazanka 3 
Prague 1 
Czechoslovakia 

Copenhagen 

Denmark 

Main Eisenhuttenplatz 26 

Frankfurt 6 

Germany 

Rome 

Italy 

Tokyo 

Japan 

Casablanca 

Morocco 

The Netherlands 

27, Ulica Grojecka 
Central Warsaw 
Poland 

Tunis 

Tunisia 

Ankara 

Turkey 

Moscow 

U.S.S.R. 


Abu Dhabi 

United Arab Emirates 
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4 Lower Regent Street 
London SW1Y 4? 

United Kingdom 

5825 W. Sunset 3lvd. #218 
Los Angeles, California 90028 
United States 

25040 Southfield Road 
Southfield, Michigan 48075 
United States 

Building 68 

J.F.K. International Airport 
Jamaica, New York 11430 
United States 

1211 Avenue of the Americas 
New York, New York 10036 
United States 

Sanaa 

Yemen 

Belgrade 

Yugoslavia 

28., IRAQI ALLIED SERVICES LIMITED 
England 

United Kingdom 

29. IRAQI FREIGHT SERVICES LIMITED 
England 

United Kingdom 

30. IRAQI REINSURANCE COMPANY 
31-35 Fenchurch Street 
London EC3M 3D 

United Kingdom 

31. IRAQI STATE ENTERPRISE FOR FOODSTUFFS TRADING 
P.O. Box 1308 

Colombo '3 
Sri Lanka 

P.O. Box 2839 
Calcutta 700.001 
India 

32. IRAQI STATE ENTERPRISE FOR MARITIME TRANSPORT 
Bremen 

Germany 

Amman 

Jordan 
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33. IRAQI TRADE CENTER 
Dubai 

United Arab Emirates 

34. KEENCLOUD LIMITED 
11 Catherine Place 
Westminister 
London, England 
United Kingdom 

35. MATRIX CHURCHILL CORPORATION 
5903 Harper Road 
Cleveland, Ohio 44139 
United States 

36. MEED INTERNATIONAL LIMITED 
3 Mandeville Place 
London, England 

United Kingdom 

37. PANDORA SHIPPING CO. S.A. 

Honduras 

38. PETRA NAVIGATION & INTERNATIONAL TRADING CO. LTD. 
White Star Bldg., P.0. Box 8362 

Amman 

Jordan 

Armoush Bldg., p.o. Box 485 

Aqaba 

Jordan 

18 Huda Sharawi Street 

Cairo 

Egypt 

Hai A1 Wahda Mahalat 906 
906 Zulak 50, House 14 
Baghdad 
Iraq 

39. PMK/QUDOS (LIVERPOOL POLYTECHNIC) 

England 

United Kingdom 

40. RAFIDAIN BANK 
New Banks' Street 
P.O. Box 11360 
Massarif, Baghdad 

Iraq (227 branches in Iraq) 

P.O. Box 607 
Manama 

Bahrain (2 branches in Bahrain) 
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114 Tahreer Str. Zldukki 
P.O. 3ox 239, Omran Giza 
Cairo 
Egypt 


P.O. Box 1194 

Cinema al-Hussein Street 

Amman 

Jordan 

P.O. Box 685 

Aqaba 

Jordan 

P.O. Box 815401 
Jabal Amman 
Jordan 

Mafraq 

Jordan 

2nd Floor Sadat Tower 
P.O. Box 1891 
Beirut 

Lebanon (2 branches in Lebanon) 

Sheikh Khalifa Street 
P.O. Box 2727 
Abu Dhabi 

United Arab Emirates 

Rafidain Bank Building 
7-10 Leadenhall Street 
London EC3V 1NL 
United Kingdom 

P.O. Box 10023 
Sanaa 

Yemen Arab Republic 

41. RAJBROOK LIMITED 
England 

United Kingdom 

42. REYNOLDS AND WILSON 
England 

United Kingdom 

43. S.M.I. SEWING MACHINES ITALY S.P.A. 
Italy 



222 


- 8 - 


44. SOLLATEK 
England 

United Kingdom 

45. TECHNOLOGY AND DEVELOPMENT GROUP LTD. 
Centric House 390/391 

Strand, London, England 
United Kingdom 

46. T.E.G. LIMITED 

3 Mandeville Place 
London, England 
United Kingdom 

47. T.M.G. ENGINEERING LIMITED 
Castle Row 
Horticultural Place 
Chiswick, London, England 
United Kingdom 

48. T N K FABRICS LIMITED 
England 

United Kingdom 

49. TRADING & MARITIME INVESTMENTS 

San Lorenzo 
Honduras 

50. U.I. INTERNATIONAL 
England 

United Kingdom 

51. UNIMAS SHIPPING 

138 El Geish Road, P.0. Box 44 

Alexandria 

Egypt 

52. WHALE SHIPPING LTD. 
c/o Government of Iraq 
State Organization of Ports 
Maqal, Basrah 

Iraq 
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INDIVIDUALS 


1. ABBAS , Abdul Hussein 
Italy 

2. ABBAS, Kassim 
Italy 

3. ABRAHAM, Trevor 
England 

United Kingdom 

4* AHMAD, Rasem 
P.O, Box 1318 
Amman 
Jordan 

5. AHMAD, Wallid Issa 
Iraq 

6. AL-AMIRI , Adnan Talib Hassim 
43 Palace Mansions 
Hammersmith, London, England 
United Kingdom 

7. AL-AZAWI, Dafir 
Iraq 

8. AL-DAJANI, Leila N. S. 

P.0. Box 1318 

Amman 

Jordan 

9. AL-DAJANI, Nadim S. 

P • O . Box 1318 
Amman 

Jordan 

10. AL-DAJANI, Sa'ad 
P.O. Box 1318 
Amman 

Jordan 

11. AL-HABOBI, Dr. Safa Ha j i J. 
Flat 4D Thorney Court 
Palace Gate 

Kensington , England 
United Kingdom 

12. ALI, Abdul Mutalib 
Germany 
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13. ALLEN, Peter Francis 
"Greys", 36 Stoughton Lane 
Stoughton 

Leicestershire, England 
United Kingdom 

14. AL-OGAILY, Akram H. 

Flat 2, St. Ronons Court 
63 Putney Hill 
London, England 
United Kingdom 

15. AMAJRO, Joaquim Ferreira 
Praca Pio X, 54-10o Andar 
CEP 20091, Rio de Janeiro 
Brazil 

16. APMOUSH, Ahmad 
White Star Bldg. 

P.O. Box 8362 
Amman 

Jordan 

17. APMOUSH, Ali 
White Star Bldg. 

P.O. Box 8362 
Amman 

Jordan 

18. AZIZ, Fouad Hamza 

Praca Pio X, 54-100 Andar 
CEP 20091, Rio de Janeiro 
Brazil 

19. DAGHIR, Ali Ashour 

2 Western Road, Western Green 
Thames Ditton, Surrey, England 
United Kingdom 

20. FATTAH, Jum'a Abdul 
P.O. Box 1318 
Amman 

Jordan 

21. HAND, Michael Brian 
England 

United Kingdom 

22. HENDERSON, Paul 
4 Copt Oak Close 
Tile Mill 

Coventry, Warwickshire, England 
United Kingdom 
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23. JON , Hana Paul 
19 Tudor House 
Windsor Way 

Brook Green, London, England 
United Kingdom 

24. JUME'AN, George 
P.O. BOX 1318 
Amman 

Jordan 

25. XADHUM, Dr. Fadel Jawad 
c/o Alvaney Court 

250 Finchley Road 
London, England 
United Kingdom 

26. KHOSHABA, Robert Kambar 
15 Harefield Road 
Maidenhead, Berkshire, England 
United Kingdom 

27. MOHAMED, Abdul Kader Ibrahim 
Jianguomenwai Diplomatic Housing Compound 
Building 7-1, 5th Floor, Apartment 4 
Beijing 

People's Republic of China 

28. OMRAN, Karim Dhaidas 
Iraq 

29. RAOUF, Khalid Mohammed 
Praca Pio X, 54-10o Andar 
CEP 20091, Rio de Janeiro 
Brazil 

30. RICKS, Roy 

87 St. Mary's Frice 
Benfleet, Essex, England 
United Kingdom 

31. SCHMITT, Rogerio Eduardo 
Praca Pio X, 54-10o Andar 
CEP 20091, Rio de Janeiro 
Brazil 

32. SIM, Gilberto F. 

Praca Pio X, 54-10o Andar 
CEP 20091, Rio de Janeiro 
Brazil 
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23. SOUZA , Francisco Antonio 
Praca Pio X, 54-100 Andar 
CEP 20091, Rio de Janeiro 
Brazil 

34. SPECKMAN, Jeanine 
England 

United Kingdom 

35. TALL, Aktham 
P.O. Box 1318 
Amman 
Jordan 

36. TAVEIRA, A. Arnaldo G. 
Praca Pio X, 54-10o Andar 
CEP 20091, Rio de Janeiro 
Brazil 

37. ZAHRAN, Yousuf 
P.O. Box 1318 
Amman 
Jordan 
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APPENDIX B 

MERCHANT VESSELS REGISTERED, OWNED, OR CONTROLLED BY 
THE GOVERNMENT OF IRAQ OR BY PERSONS ACTING DIRECTLY OR INDIRECTLY 
ON BEHALF OF THE GOVERNMENT OF IRAQ 


o All ships listed are Iraqi-flagged unless otherwise indicated, 
o "N/A" is listed where information is not available. 


Ship Call 


Vessel Name 

Type 

DWT 

Sign 

Owner 

1. AIN ZALAH 

Tkr 

36,330 

HNAZ 

Iraqi Oil Tankers Company, 
Basrah, Iraq 

2. AL ANBAP. 

Tug 

N/A 

YIAV 

Government of the Republic 
of Iraq. Managed by the 
State Organization of Iraqi 
Ports, Basrah, Iraq 

3. AL FAO 

Res 

80 

YIAN 

State 

Org. of Iraqi Ports 

4. AL KARAMAH 

Tkr 

12,882 

HNKM 

Iraqi 

Oil Tankers Company 

5. AL KHALI DA 

Tkr 

7,155 

HNKD 

Iraqi 

Oil Tankers Company 

6. AL MANSUR 

Ycht 

1,223 

HNMR 

Iraqi 

Water 

State Enterprise for 
Transport 

7. AL MERBID 

Svc 

4,649 

YIMD 

State 

Org. of Iraqi Ports 

8. AL MOSUL 

Svc 

1,219 

YIAS 

State 

Org. of Iraqi Ports 

9. AL NAJAF 

Svc 

4,740 

YINF 

State 

Org. of Iraqi Ports 

10. AL NASR 

Svc 

2,444 

DDRH 

State 

Org. of Iraqi Ports 

11. AL NASR 

Tkr 

1,502 

HNNR 

Iraqi 

Oil Tanker Company 

12. AL OMARAH 

Tug 

320 

YIAW 

State 

Org. of Iraqi Ports 

13. AL RAMADI 

Tug 

320 

YIAI 

State 

Org. of Iraqi Ports 

14. AL RASHEED 

Svc 

304 

YIBE 

State 

Org. of Iraqi Ports 

15. AL RAT BA 

Tkr 

544 

YIBA 

State 

Org. of Iraqi Ports 

16. AL SHUMOOKH 

Tug 

375 

N/A 

State 

Org. of Iraqi Ports 

17. AL WALEED 

Res 

N/A 

YIBF 

State 

Org. of Iraqi Ports 
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Vessel Name 

Ship 

Tvpe 

DWT 

13. 

AL ZAB 

Tug 

N/A 

19. 

al zawraa 

Cgo 

3,549 

20. 

al-alyaa 

Tug 

375 

21. 

al-amin 

Tug 

368 

22. 

AL-BAATH 

Tkr 

9,928 

23. 

AL-BAKR 

Res 

390 

24. 

AL-BAYAA 

Brg 

1,662 


25. 

AL-ENTISAR 

Tug 

375 

26. 

AL-HATHER 

Tug 

368 

27. 

AL-KARRKH 

Tug 

368 

28. 

AL-KHALIJ AL-ARABI 

Svc 

4,740 

29. 

AL-NOHOODH 

Tug 

375 

30. 

AL-QADISIYA 

Ycht 

100 

31. 

AL-RESSAFA 

Tug 

368 

32. 

AL-SAHIL AL-ARABI 

Svc 

6,396 

33. 

AL-THIRTHAR 

Tkr 

524 

34. 

AL-WAHDAH 

Tug 

149 

35. 

ALABID 

Brg 

1,662 


36. ALEDREESI 

Cgo 

3,550 

37. ALFARABI 

Cgo 

8,342 

38. ALFARAHXDX 

Tkr 

149,441 


Call 

Sign Owner 

YIBH State Org. of Iraqi Ports 

HNZW Iraqi State Enterprise for 
Water Transport, Baghdad 

N/A State Org. of Iraqi Ports 

YIAM State Org. of Iraqi Ports 

HNBT Iraqi oil Tankers Company 

YIBR State Org. of Iraqi Ports 

HNHB Iraqi State Enterprise for 
Water Transport. Formerly 
the HIBOOB. 

N/A State Org. of Iraqi Ports 

YIHR State Org. of Iraqi Ports 

YIKH State Org. of Iraqi Ports 

YIKA State Org. of Iraqi Ports 

YINU State Org. of Iraqi Ports 

HNKS Iraqi State Enterprise for 
Water Transport 

YIRF State Org. of Iraqi Ports 

HNSA Iraqi State Enterprise for 
Sea Fisheries, Basrah, Iraq 

YITH State Org. of Iraqi Ports 

YIWH State Org. of Iraqi Ports 

HNDB Iraqi State Enterprise for 
Water Transport. Formerly 
the SANABUL. 

HNID Iraqi State Enterprise for 
Water Transport 

HNFB Iraqi State Enterprise for 
Water Transport 

HNFR Iraqi Oil Tankers Company 
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Vessel Kane 

Ship 

^ype 

DWT 

Call 

Sign 

Owner 

29. ALFIDAA 

Brg 

1,662 

HNFD 

Iraqi State Enterprise for 
Water Transport. Formerly 
the SILOWAT. 

40. ALKHANSAA 

Cgo 

3,525 

HNKN 

Iraqi 

Water 

State Enterprise for 
Transport 

41. ALKINDI 

Cgo 

8,342 

HNKI 

Iraqi 

Water 

State Enterprise for 
Transport 

42. ALMUSTANSIRIYAH 

Tkr 

155,210 

HNMS 

Iraqi 

Oil Tankers Company 

43. ALMUTANABBI 

Tkr 

130,241 

HNMB 

Iraqi 

Oil Tankers Company 

44. ALNAJAF 

Svc 

4,740 

YINF 

State 

Org. of Iraqi Ports 

45. ALQADISIYAH 

Tkr 

155,210 

HNQS 

Iraqi 

Oil Tankers Company 

46. ALSUMOOD 

Svc 

6,977 

YISD 

State 

Org. of Iraqi Ports 

47. ALTAAWIN ALARABI 

Cgo 

13,634 

KNAI 

Iraqi 

Water 

State Enterprise for 
Transport 

48. ALWAHDA 

Brg 

1,662 

KNAD 

Iraqi 

Water 

State Enterprise for 
Transport 

49. ALWASITTI 

Cgo 

8,343 

HNWS 

Iraqi 

Water 

State Enterprise for 
Transport 

50. ALYARMUK 

Tkr 

149,371 

HNYK 

Iraqi 

Oil Tankers Company 

51. ALZUBAIR 

Svc 

4,640 

YIZR 

State 

Org\ of Iraqi Ports 

52. AMUR I YAH 

Tkr 

155,210 

HNAM 

Iraqi 

Oil Tankers Company 

53. ANTARA 

Svc 

508 

YIBD 

State 

Org. of Iraqi Ports 

54. ARBEEL 

Tug 

320 

YIBB 

State 

Org. of Iraqi Ports 

55. BABA GURGUR 

Tkr 

36,397 

HNGR 

Iraqi 

Oil Tankers Company 

56. BABYLON 

Cgo 

13,656 

HNBB 

Iraqi 

Water 

State Enterprise for 
Transport 

57. BADR 7 

Svc 

647 

N/A 

Government of the Republic 


of Iraq, Ministry of Oil, 
State Company for Oil 
Projects, Baghdad, Iraq, 
(flag: Saudi Arabia) 
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Vessel Name 



Ship 

Type 

SWT 

Call 

Sian 

Owner 




58. 

BAGHDAD 



Svc 

2,900 

YIAD 

State 

Org. 

of 

Iraqi 

Forts 

59. 

BAGHDAD 



Cgo 

13,656 

HNBD 

Iraqi 

Water 

State Enterprise for 
Transport 

60. 

3ALQEES 


RO/RO 

3,985 

HNBL 

State Organization i 
Iraq Government 

:or 

61. 

BASRA 



Svc 

2,906 

YIAB 

State 

Org. 

of 

Iraqi 

Ports 

62. 

BASRAH 



Cgo 

13,656 

HNBS 

Iraqi 

Water 

State Enterprise for 
Transport 

63. 

BUZURGAN 



Tkr 

36,400 

HNBR 

Iraqi 

Oil 

Tankers Company 

64 . 

DAMASCUS 



Tug 

149 

YIDS 

State 

Org. 

of 

Iraqi 

Ports 

65. 

DAMEN GORINCHEM 

5716 

Svc 

N/A 

N/A 

State 

Org. 

of 

Iraqi 

Ports 

66. 

DAMEN GORINCHEM 

5717 

Svc 

N/A 

N/A 

State 

Org. 

of 

Iraqi 

Ports 

67. 

DAMEN GORINCHEM 

5718 

Svc 

N/A 

N/A 

State 

Org. 

of 

Iraqi 

Ports 

68. 

DEYALA 



Tug 

350 

YIBJ 

State 

Org. 

of 

Iraqi 

Ports 

69. 

DIJLAH 



Tug 

356 

HNDJ 

State 

Org. 

of 

Iraqi 

Ports 

70. 

DIVING LAUNCH 1 


Svc 

N/A 

N/A 

State 

Org . 

of 

Iraqi 

Ports 

71. 

DIWANIYA 



Tug 

350 

YIBK 

State 

Org. 

of 

Iraqi 

Ports 

72. 

DOCKAN 



Tkr 

528 

YIDN 

State 

Org. 

of 

Iraqi 

Ports 

73. 

DUMP BARGE 

I 


Svc 

1,330 

J8IY 

Whale 

State 

(flag: 

Shipping Ltd., 
Org. of Iraqi 
: Gibraltar) 

r c/o 
Ports 

74 . 

DUMP BARGE 

II 


Svc 

1,330 

J8IZ 

Whale Shipping Ltd., 
State Org. of Iraqi 
(flag: Gibraltar) 

r C/O 

Ports 

75. 

DUMP BARGE 

III 


Svc 

1,330 

J8JA 

Whale 

State 

(flag: 

Shipping Ltd., 
Org. of Iraqi 
: Gibraltar) 

, c/o 
Ports 

76. 

FIRE BOAT No. 705 

Svc 

N/A 

N/A 

State 

Org. 

of 

Iraqi 

Ports 

77. 

FIRE BOAT No. 706 

Svc • 

N/A 

N/A 

State 

Org. 

of 

Iraqi 

Ports 
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Vessel Name 

Ship 

TvDe 

DWT 

Call 

Sicn 

Owner 

7 3 . 

FOREL 

Fsh 

1,163 

HNFL 

Rafidain Fisheries Co. 
Ltd., Basrah, Iraq 

79. 

FURAT 

Tug 

350 

HNFT 

State Org. of Iraqi Ports 

80. 

GAZA 

Svc 

2,422 

YIGZ 

State Org. of Iraqi Ports 

81. 

HAMDAN 

Tug 

387 

YIHM 

State Org. of Iraqi Ports 

82. 

HEET 

Tug 

89 

N/A 

State Org. of Iraqi Ports 

33. 

HILLAH 

Svc 

6,709 

YIAR 

State Org. of Iraqi Ports 

84 . 

HIMREEN 

Svc 

508 

YIHN 

State Org. of Iraqi Ports 

85. 

HITTIN 

Tkr 155, lio 

HNHT 

Iraqi Oil Tankers Company 

36. 

I BN KHALDOON 

Svc 

12,670 

HNIN 

State Org. of Iraqi Ports 

87. 

IBN MAJID 6 

Svc 

N/A 

N/A 

Iraqi State Company for 
Oil Projects (flag: Saudi 
Arabia) 

38. 

IMHEJRAN 

Tug 

386 

YIMH 

State Org. of Iraqi Ports 

89. 

JABHA 

Tug 

244 

YIJA 

State Org. of Iraqi Ports 

90. 

JAMBUR 

Tkr 

35,338 

HNJM 

Iraqi Oil Tankers Company 

91. 

JAMHORIA 

Tug 

368 

YIJR 

State Org. of Iraqi Ports 

92. 

KEFAL 

Fsh 

1,170 

HNKL 

Rafidain Fisheries Co. Ltd 

93. 

KERBALA 

Svc 

N/A 

N/A 

State Org. of Iraqi Ports 

94. 

KHALID IBIN AL 

WALEED Svc 

2,235 

YIBM 

State Org. of Iraqi Ports 

95. 

KHANAQIN 

Tkr 

35,338 

HNKQ 

Iraqi Oil Tankers Company 

96. 

KHAWLA BINT AL 

ZAWRA RO/RO 

3,985 

HNKH 

Iraqi State Enterprise for 
Water Transport 

97. 

KIRKUK 

Tkr 

35,338 

HNKK 

Iraqi Oil Tankers Company 

98. 

MAN DALI 

Svc 

6,977 

YIQS 

State Org. of Iraqi Ports. 
Formerly the ALKADISIYAH. 

99. 

MAYSALOON 

Tug 

368 

YIMY 

State Org. of Iraqi Ports 

100. 

MEASAN 

Tug 

310 

YIMN 

State Org. of Iraqi Ports 
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Vessel Name 

Ship 

Tvoe 

DWT 

Call 

Sicn 

Owner 

101. 

y.ETHAQ 

Tug 

248 

YIMQ 

State Org. of Iraqi Ports 

102. 

MOON LADY 

RO/RO 

3,985 

HNNZ 

Pandora Shipping Co., S.A., 
Honduras. Managed by Petra 
Navigation & International 
Trading Co. Ltd., Amman, 
Jordan. Formerly the Iraqi- 
owned AL-ZAHRAA. (flag: 
Honduras) 

103. 

NAGROOR 

Fsh 

140 

N/A 

• 

Government of the Republic 
of Iraq, Ministry of 
Agriculture & Agrarian 
Reform, State Fisheries 
Company, Baghdad, Iraq 

104. 

NAINAWA 

Tug 

310 

YINW 

State Org. of Iraqi Ports 

105. 

NISR 

Svc 

744 

YISR 

State Org. of Iraqi Ports 

106. 

NO. 1 

Svc 

30 

N/A 

State Org. of Iraqi Ports 

107. 

NO. 2 

Svc 

30 

N/A 

State Org. of Iraqi Pgrts 

108. 

NXJWAIBI 

Fsh 

140 

N/A 

Iraqi State Fisheries Co. 

109. 

OHOD 5 

Svc 

N/A 

N/A 

Iraqi State Company for Oil 
Projects (flag: Saudi Arabia) 

110. 

OHOD 6 

Svc 

N/A 

N/A 

Iraqi State Company for Oil 
Projects (flag: Saudi Arabia) 

111. 

OHOD 7 

Svc 

N/A 

N/A 

Iraqi State Company for Oil 
Projects (flag: Saudi Arabia) 

112. 

OROOBA 

Tug 

368 

YIOB 

State Org. of Iraqi Ports 

113. 

OTORI MARU No. 2 

Svc 

N/A 

N/A 

State Org. of Iraqi Ports 

114. 

PALESTINE 

Svc 

4,649 

YIFN 

State Org. of Iraqi Ports 

115. 

PILOT 393 

Svc 

N/A 

N/A 

State Org. of Iraqi Ports 

116. 

PILOT 394 

Svc 

N/A 

N/A 

State Org. of Iraqi Ports 

117. 

POLICE 1 

Ptrl 

N/A 

N/A 

State Org. of Iraqi Ports 

118. 

POLICE 2 

Ptrl 

N/A 

N/A 

State Org. of Iraqi Ports 

119. 

POLICE 3 

Ptrl 

N/A 

N/A 

State Org. of Iraqi Ports 



233 


- 7 


Vessel Kane 


120. 

RADHWA 18 

121. 

RADHWA 19 

122. 

RADHWA 20 

123. 

ROBIAN 

124. 

RUMAILA 

125. 

SAIF SAAD 

126. 

SAMARRA 

127. 

SAN AM 

128. 

SBOOR 

129. 

SEABANK 


130. SEAMUSIC II 

131. SEBAA NISSAN 

132. SHABOOT 

133. SHATT AL BASRAH 

134. SHOROOK 

135. SHU' ALAH 

136. SIHAN 

137. SINAI 

138. SINJAR 


Ship 

Tvoe 

DWT 

Call 

Siqrt 

Tug 

N/A 

N/A 

Tug 

N/A 

N/A 

Tug 

N/A 

N/A 

Fsh 

129 

N/A 

Tkr 

36,330 

HNRM 

Svc 

742 

N/A 

Fer 

N/A 

YI3C 

Svc 

508 

YISM 

Fsh 

129 

HRN2 

Fsh/Cgo 

6,953 

HQHR4 


Cgo 

26,732 

9HYH2 

Tug 

368 

YISN 

Fsh 

1, 163 

HNLK 

Fsh 

404 

HNSR 

Svc 

403 

YISH 

Tug 

N/A 

N/A 

Tug 

387 

YISI 

Svc 

1,286 

N/A 

Svc 

N/A 

YIAY 


O wner 

Iraqi State Company for Oil 
Projects 

Iraqi State Company for Oil 
Projects 

Iraqi State Company for Oil 
Projects (flag: Saudi Arabia) 

Iraqi State Fisheries Company 

Iraqi Oil Tankers Company 

State Org. of Iraqi Ports 

State Org. of Iraqi Ports 

State Org. of Iraqi Ports 

Iraqi State Fisheries Company 

Trading & Maritime Investments, 
Honduras. Managed by Arab Trans 
Trade Co. S.A.E., Alexandria, 
Egypt. Formerly the Iraqi-owned 
AL-BAHAR AL-ARABI (flag: Honduras). 

Seamusic Shipping Co. Ltd. , c/o 
Thenamaris Ships Management Inc., 
Athens, Greece. Vessel seized by 
Government of Iraq. (flag: Malta) 

State Org. of Iraqi Ports 

Rafidain Fisheries Co. Ltd. 

Iraqi State Fisheries Company 

State Org. of Iraqi Ports 

State Org. of Iraqi Ports 

State Org. of Iraqi Ports 

State Org. of Iraqi Ports 

State Org. of Iraqi Ports 
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Shi? 


Vessel Name 

Tvoe 

DWT 

SKY SEA 

Cgo 

8,334 


140. 

SOLNECHNIK 



Fsh 

404 

a • 

SULAIMANIYAH 



Svc 

N/A 

142 . 

SURVEY LAUNCH 

No. 

1 

Res 

N/A 

14 3 . 

SURVEY LAUNCH 

No. 

2 

Res 

N/A 

144 . 

SURVEY LAUNCH 

No. 

3 

Res 

N/A 

14 5 . 

TADMUR 



Tkr 

3,627 

146. 

TAHRESR 



Svc 

4,649 

147 . 

TARIK IBN ZIYAD 


Tkr 1 

13,139 

14 8. 

THEZQAR 



Tug 

220 

149 . 

UR 



Tug 

363 

150 . 

WORK BOAT No. 

6 


Brg 

N/A 

151 . 

WORKSHIP 3 



Svc 

N/A 

152 . 

YANBU 31 



Svc 

N/A 

153 . 

YOUSIFAN 



Tug 

386 

154 . 

ZAIN AL QAWS 



Cgo 

9,247 

155. 

ZAMZAM 



Tkr 

54 4 

156 . 

ZANOOBIA 



Cgo 

3,549 

157 . 

ZUBAIDY 



Fsh 

N/A 


call 

Sian Owner 

KNRZ Pandora Shipping Co, S.A., 
Honduras. Managed by Petra 
Navigation & International 
Trading Co. Ltd., Altman, 
Jordan. Formerly the Iraqi- 
owned ALRAZI . (flag: Honduras) 

UOJE Iraqi State Fisheries Company 

YIAG State Org. of Iraqi Ports 

N/A State Org. of Iraqi Ports 

N/A State Org. of Iraqi Ports 

N/A State Org. of Iraqi Ports 

HNTD Iraqi Oil Tankers Company 

YITR State Org. of Iraqi Ports 

KNTZ Iraqi Oil Tankers Company 

YIAC State Org. of Iraqi Ports 

YIUR State Orrg. of Iraqi Ports 

N/A State Org. of Iraqi Ports 

N/A State Org. of Iraqi Ports 

N/A Iraqi State Company for Oil 

Projects (flag: Saudi Arabia) 

YIYN State Org. of Iraqi Ports 

HNZQ Iraqi State Enterprise for 
Water Transport 

YIAZ State Org. of Iraqi Ports 

HNZN Iraqi State Enterprise for 
Water Transport. 

YIBO State Org. of Iraqi Ports 
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Vessel Name 

Ship 

Type 

DWT 

Call 

Sian 

Owner 



158. 

1 

ATHAR 

Tkr 

1,502 

HNAR 

Iraqi 

oil 

Tankers 

Company 

159. 

1 

HURIZAN 

Tkr 

1,502 

HNHN 

Iraqi 

Oil 

Tankers 

Company 

160. 

7 

NISSAN 

Tkr 

1,502 

HNNN 

Iraqi 

Oil 

Tankers 

Company 



R. Richard Newcfe 
Director 

Office of Foreign Assets Control 


Approved: March /S“" . 1991 



J o^nPJSimpson 
Acting/ Assistant Secretary 
(Enforcement) 
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QUESTIONS SUBMITTED TO MARSHALL W. WILEY BY HON. HENRY B. GONZALEZ 

1. In vour dealings with the Iraqis, was there ever indication 

of anti-Israeli se ntiment on the part of the Iraqis? Qifl 

you receive any hints that companies wh ich did not do 
significant business with Israe l would be favored by the 
Iraqis ? 

The Iraqis shared the sense of historic injustice common to 
the Arab world over the dispossession of the Palestinians. They 
took the position that any settlement of the Arab-Israeli dispute 
that was acceptable to the Palestinians would be acceptable to 
them. 


The Iraqis participated in the Arab League boycott of 
Israel. In common with Saudi Arabia, Syria, and all other 
Eastern Arab countries, the Iraqis observed the Arab League 
regulations and would not do business with U.S. companies on the 
Arab League black list. 

2. You state that "To the extent that allegations (of the use 
of poison gas on the K urds) are true yo u find such actions 
abhorrent, as if the allegations are unproven. Do you 

believe that the Kurds were not gassed? Should the use of 

poison gas have given chemical companies pause in dealing 
with the Iraqis, or do vou believe that concerns about 
gassing civil ians have no place in busi ness considerations ? 

I do not have access to the classified information upon 
which the allegations of the use of poison gas were based. I am 
therefore not in a position to make an informed judgment on the 
conflicting claims made by the various parties concerning these 
allegation. 

The possible use of poison gas, cluster bombs or other 
weapons of mass destruction should have a role in business 
considerations, particularly if they are used, or might be used, 
against civilian populations. I would favor international 
agreements to limit or remove all such weapons from the area. 

3. Are vou surprised bv the number of Iraqi front companies 
identified by the Treasury Department and the wav Iraq set 
up a secret network to .obtain western technology? Did vou 
have anv idea that Ira q had su ch a network ? 

To my knowledge, there are only two small U.S. companies on 
the Treasury list, one of which went out of business before the 
list appeared. I was not familiar with Iraq's purchasing 
operations in other parts of the world, but it does not seem to 
have been a serious problem as far as the U.S. business community 
is concerned. To the extent that U.S. companies violated U.S. 
export laws or regulations, they should, of course, be 
prosecuted. As far as I am aware, there have been very few 
prosecutions to date despite intensive investigative efforts by 
the U.S. government and the media. 
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4. In vour testimony, you sav that vou assumed that the Iraqi 

government had some arrangement with BNL in Rome. What led 

vou to this assumption ? 

My assumption was based on the fact that BNL was extending 
credit to U.S. agricultural exporters under the CCC credit 
guarantee program when other U.S, banks were unwilling to do so. 
Most banks seemed to believe that they could realize a better 
return on their capital with other types of loans. I had also 
heard that the Government of Iraq had substantial deposits with 
BNL in Italy and assumed that this might explain BNL's 
willingness to extend credit to U.S. exporters through the BNL 
branch in Atlanta. 

5. in vour testimony, vou state that Iraq was unable to obtain 

bank c redit fr-pm other, banks, p.q_„yoh (have), mo re 

specific infor mation on banks which denie d credit to Iraq or 

companies exporting to Iraq? Please provide us with anv 

information along these lines that vou may have . 

The U.S. -Iraq Business Forum did not keep records on 
specific business transactions by member companies with Iraq. 

The Department of Agriculture and the EX-IM Bank would, of 
course, have specific information on the loans they guaranteed. 

By 1989, it was common knowledge in the U.S. business community 
that most U.S. banks would not confirm Iraqi letters of credit 
without some form of government guarantee. The Government of 
Iraq was careful to keep up to date on their payments on all U.S. 
government guaranteed loans until the USG froze Iraqi foreign 
exchange assets on August 3, 1990. Private U.S. banks, however, 
were reluctant to extend credit to Iraq because of Iraq's poor 
repayment record to creditors in other countries. 
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Opening Statement of Henry B. Gonzalez, Chairman 
Committee on Banking, Finance and Urban Affairs 
U.S. House of Representatives 

Full Committee hearing on the 
Banca Nazionale del Lavoro (BNL) Scandal 

April 9, 1991 

Today's hearing is the second in a series of hearings aimed 
at getting to the bottom of the Banca Nazionale del Lavoro scandal. 
Since we held our first hearing last October on the Atlanta branch 
of BNL, which lent billions of dollars to what we now know as our 
enemy, Iraq, much has taken place. The Justice Department in 
February charged ten defendants, including two former officers and 
an employee of BNL-Atlanta, in a 347-count indictment with 
conspiracy, mail and wire fraud. In March, three former employees 
of BNL-Atlanta pled guilty to conspiracy to commit fraud and other 
charges. And, the Federal Reserve Board has issued a cease and 
desist order against BNL and ordered the bank to halt its 
violations of civil banking laws. 

The documentation and information of the links between BNL 
funding and Iraq's procurement of military goods continue to grow, 
as does the knowledge that maybe someone did know that BNL was 
illegally funding Iraq and that Iraq was using the monies for its 
war machine. On February 21, I said on the House floor that I had 
obtained a memo indicating that a top ranking Administration 
official from a Cabinet-level department had knowledge that BNL 
money was used to purchase military goods. 

Because of the importance of the BNL case, I believe it 
essential to find out how BNL could lend $4 billion to Iraq without 
any of the banking regulators — the Federal Reserve or five of the 
state banking regulatory agencies — noticing. Even more sobering 
is the suggestion that someone in the Administration did know, and 
chose not to share this information with the Congress or the press. 
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The BNL case is the largest individual banking fraud case in 
history. As an oversight Committee, we are required to make sure 
that the banking regulators do their job. Yet, it was apparent at 
our October 16 BNL hearing, that the regulators had come well armed 
with excuses but apparently were unprepared to issue an apology for 
their lax supervision. How can anyone not be angered by this 
regulatory fiasco when we now know the human toll involved? This 
is not just another oversight hearing where we criticize the 
regulators for wasting tax dollars. 

The lax work of our commercial bank regulators in not spotting 
the real situation at BNL arid BCCI, the Luxembourg bank recently 
discovered to have secretly controlled First American Bankshares, 
the largest bank holding company in the nation's capital, leaves 
massive public policy questions. 

It is time to take a serious look at the idea of a 
consolidation that will provide coherent supervision for banks. 
The foundation of our financial system must be a strict, take- 
charge regulatory body that is not a captive of the banks it 
regulates. 

The theme of today's BNL hearing is to place the $4 billion 
in loans to Iraq in perspective. After all, during the time BNL was 
lending these monies in a regulatory deficient environment, it was 
Administration policy to feed the Iraqi people and to bend over 
backwards to help Saddam Hussein upgrade his military capability. 
How could roughly $2 billion in BNL loans go for Iraqi food 
purchases and about $2 billion for goods and services ordered by 
the Iraqi Ministry of Industry and Military Production or to any 
other country's similar activities? Ours is the only country 
without safeguards to the national interest in such transactions. 
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I am placing in the record data sheets that provide details 
on BNL loans to Iraq. BNL loans were the grease that permitted the 
Iraqi procurement machine to function. BNL loans went directly to 
several Iraqi front companies. For the most part, BNL loans were 
used to pay hundreds of companies in the U.S. and abroad that were 
recruited by the Iraqi network to export goods to Iraq. 
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INFORMATION SUPPLIED BY RICHARD NEWCOMB IN ANSWER TO QUESTIONS 
FROM HON. MARY ROSE OAKAR 


NAC REVIEW OF BNL PARTICIPATION IN GSM PROGRAMS 

The National Advisory Council on International Monetary and 
Financial Policy (NAC) does not review which individual banks are 
to lend under the USDA's GSM-102 and GSM-103 programs. During 
the NAC's early consideration of the CCC's proposal for the 
availability of guarantees in connection with sales to Iraq, and 
prior to any NAC action, agreement had been reached between 
counsel of the USDA and counsel of the bank that BNL would accept 
no further assignments of CCC guarantees. In fact, BNL took no 
additional assignments after October 1989. The main function of 
the NAC is to review individual proposals made by international 
financial institutions and U.S. Government agencies to undertake 
loans and other financial transactions, primarily for the purpose 
of coordinating affected agencies' policies and programs to the 
extent necessary or desirable. As its name indicates, the NAC is 
an advisory body; it does not generally become involved in the 
operational aspects of agency programs. 

TREASURY VERIFICATION OF AGRICULTURAL EXPORTS 
UNDER GSM PROGRAMS 

Treasury does not verify that only agricultural exports are 
shipped under GSM programs. Ordinarily, Treasury would not as a 
result of its role in the NAC independently verify the execution 
of transactions of another agency's international lending, 
guarantee or insurance operations. Verification is an 
operational question that is properly the primary responsibility 
of the agency managing the program. Elements of Treasury such as 
the Customs Service might, of course, assist operating agencies 
on certain aspects of their verification procedures. 

The NAC has seven member agencies: Treasury, State, Office 
of U.S. Trade Representative, Commerce, Federal Reserve Board, 
Export-Import Bank, and the International Development Cooperation 
Agency. Other agencies such as Agriculture participate when 
matters of interest to them are before the NAC. 

PAGE 39 ( after line 8661 

ENHANCED TREASURY OVERSIGHT OF CCC 

Generally speaking, an expanded monitoring and oversight 
role for Treasury with respect to CCC operational activities does 
not appear needed. It is our understanding that, as a result of 
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! revelations growing out of the BNL matter and other Iraqi actions 

I with respect to CCC guarantees, the CCC has tightened its 

internal monitoring procedures. This would appear to be the most 
I effective means of ensuring enhanced oversight of the CCC 

programs . 
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